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Executive Summary

REGON HAS PROVIDED a laboratory for health care strategies over the last two decades.

This report provides perspectives on current strategies that Oregon is considering to

move closer to universal access. Two strategies are highlighted, Oregon Headlth Plan

(OHP2), which promotes an expansion of public and private coverage by reallocating
current resources, and CHIP Too, promoting access to primary care services in ways that
complement the OHP2 coverage strategy.

These drategies arise at a time of transtion for the state. The end of the Kitzhaber era
approaches. Term limits promise a future in which state leadership of heath care will be in
congtant transition. The Oregon economy, so robust in the 1990s, is in decline. After two decades
of market competition, Oregon’'s hedth care delivery system remains engaged in the Oregon
Hedth Plan but in very different ways than originally envisioned. The turbulence of the last
decade has taken its toll and providers of care remain concerned that any new turbulence could
destabilize them further.

Consumers and their advocates appreciate the gains that have been made but encounter a health
care system that is increasingly difficult to access and, once again, expensive beyond the means
of many. The wonders of medical advances have never been more apparent and more difficult to
access for some. Taxpayers continue to identify strongly with the Oregon Health Plan but are as
divided as ever about the way to finance the changes that are necessary. Comprehensive reform
remains elusive but interest remains in pursuing incremental change that builds on previous OHP
approaches. The next months will reveal whether interest trandates into consensus as the state
pursues waiver efforts related to both of the strategies outlined in this report.

Sections 1 and 2 of the report summarize information about the uninsured in Oregon, low-
income uninsured (from 100-200% of the FPL), the employer based health insurance system and
the outcomes of approaches Oregon has taken over the last decade. There is unique information
provided about benefits, subsidy programs for low income populations and the substantial
enrollment dynamics that occur when income becomes a major criteria for digibility. More
information about all of these issues is on the way and will be included in a second report in
Spring 2002.

A more quditative sense of the Oregon health marketplace is described in Section 3 of the
report. Issues around benefits, subsidy approaches and access approaches dominate the
discussion. Allocation and reallocation of resources is a constant theme and reflects the
importance of this issue within the state. Both strategies described in the report, OHP2 and CHIP
Too, are currently in the midst of explicit public discussions centered around tradeoffs and
reall ocation.

OHP2, the insurance coverage strategy, and CHIP Too, the access model, are described in
Section 4. OHP2 proposes to create a second Medicaid benefit plan for adults based on income.
This benefit plan would provide basic coverage and more smilar to private insurance coverage.
Savings from this new benefit plan will be realocated to finance expansion for adults and
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children at higher incomes than those currently covered. Oregon’s success with a gate-only
funded subsidy program, the Family Health Insurance Assistance Program (FHIAP), is proposed
as avehicle for the purchase of private insurance for the expansion population, thereby receiving
match from the federal government. Tradeoffs and reallocation decisons are critica to the
success of this approach. CHIP Too, a much smaller but equally important strategy that
acknowledges the current limits of coverage strategies, proposes to use CHIP funds to directly
reilmburse accountable and organized safety net clinics providing primary care to eligible but not
yet enrolled children while enrollment in coverage options are pursued. Not surprisingly, trade
offs and reallocation decisions are crucia to this strategy also. Many of the decision details, to be
tested in a variety of decison making environments, will be updated in Oregon’s Spring 2002
report.

Section 5 provides perspectives on Oregon’s consensus building strategies. While multiple
strategies have been pursued, ideas that promise a universal solution impose the most rigorous
requirements on public stakeholder involvement. Thisis not an easy task.

Oregon’s recommendations to other States and to the Federa Government are outlined in
Sections 6 and 7. Many are based on repeated experiences as well as solid data. Others are more
quditative consensus suggestions. Some are likely very “Oregon” in nature, but working with
other states has made Oregon redlize that states are more similar than different. Very modest
changes in the political and economic culture of a state can provide opportunities or inhibit them.
States can keep universal coverage and access on the front burner and make substantial progress
in amost any set of political and economic circumstances. It is that important and alot of people
share that belief.

Oregon appreciates the chance to work with other states and with HRSA on this project.
Oregon’s Grant Team has worked on this much like the thirteen original states must have worked
on the issues most important to them—interdependent but independent. HRSA has been a
facilitator throughout—encouraging, persistent, reassuring, open. Some state or states are going
to figure this out. Oregon hopes to contribute to that effort.
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Section 1

Uninsured I ndividuals and Families

1.1  What istheoverall level of uninsurancein your State?

Since 1990 Oregon has relied on a state-sponsored biennial survey called the Oregon Population
Survey (OPS). The survey is jointly administered by the state Office of Economic Analysis and
the Oregon Progress Board with assistance from the Oregon Population Survey Task Force. The
OPS measures socioeconomic characteristics of Oregonians including health insurance status.”

Oregon’s HRSA Team chose to use OPS as the source of data instead of the Census Bureau's
Current Population Survey (CPS) for the following reasons:

The OPS provides point-in-time estimates. OPS asks respondents if they are insured or
uninsured at the time of the survey; CPS asks respondents whether they had health
insurance coverage at any time during the previous calendar year. Both point-in-time
estimates (OPS) and over-time estimates (CPS) are useful measures, but the CPS
approach relies on a respondent’ s ability to recall his’/her insurance status for the prior 14
to 15 months.

The OPS asks direct, easy to answer questions about health insurance status. In the
past, OPS and CPS have taken different approaches to learning about the respondent’s
health insurance status. The OPS asks, “Are you currently insured?” In contrast, CPS has
relied on aresidual approach, asking whether respondents are covered by specific types
of health insurance. In March 2000, CPS added additional questions to directly ask
respondents if they were uninsured (verification questions). After analyzing the impact of
these changes, which resulted in an overal 7.7% decline in the number of uninsured, the
Census Bureau decided to include the new questions in future surveys." Based on the new
methodology, the Census Bureau recently revised its 1999 estimate of Oregon’s
uninsured rate from 14.6% to 13.9%. No detailed information is available yet.

The OPS uses a larger sample than CPS. The OPS samples about 5,600 households,
compared to about 1,900 for CPS. The OPS aso collects insurance information on each
member of the surveyed household generating a total database of more than 10,000
individuals. This larger sample grestly reduces the margin of error. Because of sample
size problems, the State Health Access Data Assistance Center (SHADAC) recommends
using state-specific CPS estimates only as three-year rolling averages.? While such a
strategy would provide a measure of stability, Oregon would lose its ability to monitor
year-by-year change.

" For more general information about the Oregon Population Survey, please see
www.oea.das.state.or.us/ops2000/ops.htm
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The OPS over-samples for minorities and for regions of the State. In order to provide
meaningful data about minority populations in Oregon, the OPS is designed to over-
sample certain populations. The OPS aso divides Oregon into eight meaningful regions
and over-samples these areas as well. This alows us to make much more accurate
subgroup estimates.”

Based on responses to the OPS question: “Are you currently covered by some type of health
insurance?” Oregon's overdl level of uninsurance was 12.3% in 2000. The trend since 1990 is
shown in Tables 1.1 and Figure 1.A:

Table 1.1: Uninsurance in Oregon 1990-2000

Year Uninsured Rate # Estimated Uninsured
1990 16.4% 467,740
1992 18.1% 539,956
1994 13.6% 424,796
1996 10.7% 348,597
1998 11.0% 367,904
2000 12.3% 423,149

Sour ce: Office of Health Plan Policy and Research

Figure 1.A: Uninsured Rates. 1990-2000
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Sour ce: Office of Health Plan Policy and Research

" For amore detailed discussion of the differences between OPS and CPS, please see Varying Rates of Uninsurance
Among Oregonians. A Critical Comparison of Two Household Surveys
(www.ohppr .state.or .us/docs/pdf/uninsured.pdf) .
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Oregon’s rate of uninsurance decreased dramatically between 1992 and 1996—the result of
strong economic growth and State initiatives such as the Oregon Health Plan and small group
insurance reforms. However, since 1996 the rate of uninsurance has been dowly increasing.

1.2 What arethecharacteristics of the uninsur ed?

Income:

Oregon’s publicly funded programs are linked to the Federa Poverty Leve (FPL), therefore
uninsured rates are shown by FPL instead of income. As shown in Table 1.2, of approximately
423,000 uninsured Oregonians, about two-thirds (67.2%) have household incomes at or below
200% of the FPL.

Table 1.2: 2000 Uninsured Rates by Poverty Status

Uninsured # Estimated % All
Income Level Rate Uninsured Uninsured
At or below 100% of FPL 26.4% 115,006 27.2%
101-200% 18.9% 169,125 40.0%
201-300% 9.4% 64,074 15.1%
+300% 5.3% 74,944 17.7%
All income levels 12.3% 423,149 100.0%

Source: OPS 2000

Uninsurance and Age:

As shown in Table 1.3, of the uninsured, more than 77.7% are between the ages of 19 and 64.
Almost 20% of the uninsured are aged 18 and younger, leaving more than 81,000 children
uninsured:

Table 1.3: 2000 Uninsured Rates by Age

Age Uninsured # Estimated % of
Range Rate Uninsured All Uninsured
0-18 9.0% 81,454 19.2%
19-64 15.7% 328,69¢ 77.7%
65+ 3.0% 12,99€ 3.1%
Total (all ages) 12.3% 423,149 100.0%

Source: OPS 2000
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Over the last decade, the uninsurance rates for children (0-18) and those aged 65 and older have
decreased faster than the uninsurance rates for adults aged 1964 (see Table 1.4 and Figure 1.B).
In fact, uninsurance rates for adults aged 19-64 increased in 2000.

Table 1.4: Uninsured Rates by Age Range: 1990-2000

Year 0-18 19-64 65+ Totals (%)
1990 19.7% 17.2% 5.9% 16.4%
1992 18.8% 20.2% 7.6% 18.1%
1994 13.0% 16.8% 1.4% 13.6%
1996 8.2% 13.7% 3.0% 10.7%
1998 9.8% 13.6% 2.0% 11.0%
2000 9.0% 15.7% 3.0% 12.3%

Source: Office of Health Plan Policy and Research

Figure 1.B: Trendsin Uninsured Rates By Age: 1990-2000
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Source: Office of Health Plan Policy and Research

As seen in Table 1.5, income level has a powerful impact on insurance status. For example,
children living below the FPL have an uninsurance rate of 18%; those living above 300% of the
FPL have a rate of dightly less than 4%. In fact, 74% of Oregon’s uninsured children live in
househol ds with incomes below 200% of the FPL.”

" Please see Appendix 1 for more information about the number of insured below the FPL.
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Table 1.5: Uninsured Rates by Age and Income level

0-100% 101- 201~ Totals

Age FPL 200% 300% +300% (%)
0-18 18.0% 13.4% 4.9% 3.9% 9.0%
1964 37.0% 27.6% 13.2% 6.2% 15.7%
65 + 9.2% 2.0% 1.9% 1.0% 3.0%
Totals 26.4% 18.9% 9.4% 5.3% 12.3%

Source: OPS 2000

Gender:

As shown in Tables 1.6, men are more likely to be uninsured than women; Table 1.7 shows that
men with very low incomes are especialy likely to be uninsured.

Table 1.6: Uninsured Rates by Gender

Uninsured # %
Rate Uninsured All Uninsured
Female 10.3% 178,383 42.2%
Male 14.4% 244,766 57.8%
Totals 12.3% 423,149 100.0%

Source: OPS 2000

Table 1.7: Uninsured Rates by Gender and Income

Female Male
Uninsured # Uninsured #
Rate Uninsured Rate Uninsured
0-100% FPL 21.4% 50,367 32.3% 64,639
101-200% 15.9% 72,033 21.9% 97,092
201-300% 7.1% 24,351 11.8% 39,723
300+ % 4.5% 31,632 6.0% 43,312
Totals 10.3% 178,383 14.4% 244,766

Source: OPS 2000
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Family Composition:

As shown in Table 1.8, single parent households have much higher rates of uninsurance than
other types of households.

Table 1.8: Uninsured Rates by Family Type

Uninsured Estimated # % of
Rate Uninsured All Uninsured
Sngle 15.1% 117,227 27.7%

Sngle Parents 20.1% 70,358 16.6%
Couples 12.0% 66,735 15.8%
Families 9.6% 168,829 39.9%

Totals 12.3% 423,149 100.0%

Source: OPS 2000

Table 1.9 shows that ailmost 44% of the uninsured are adults living in households with no
children present:

Table 1.9: Uninsured Rates by Children in Household

Uninsured Estimated # % of
Rate Uninsured All Uninsured
Children in Household 11.4% 239,187 56.5%
No Children in Household 13.8% 183,962 43.5%
Totals 12.3% 423,149 100.0%

Source: OPS 2000

Table 1.10 shows the interactions of poverty status and family composition:

Table 1.10: Uninsured Rates by Children in Household and FPL

0-100% of FPL Greater than 100% of FPL
Uninsured # Uninsured #
Rate Uninsured Rate Uninsured
Children
in Household 27.4% 70,289 9.1% 168,897
No Childrenin
Household 25.0% 44,717 12.1% 139,245
Totals 26.4% 115,006 10.3% 308,143

Source: OPS 2000
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Health Status;

The OPS does not include health status questions. However, Oregon’'s HRSA Team completed
two quantitative research projects that measured hedlth status as a function of insurance status:”

A survey of the Family Hedlth Insurance Assistance Program (FHIAP), subsequently
referred to as the FHIAP Sudy

A statewide household survey of Oregon’s general population, subsequently referred
to asthe Household Survey

The Household Survey contained the question: “In general, would you say your health is
excellent, very good, good, fair, poor?” Note that the overal results shown in Table 1.11 are
very similar to the much larger Behavioral Risk Factor Surveillance System (BRFSS) survey
done annually in Oregon.®

The Household Survey suggests that the relationship between health status and insurance status is
a complicated one. On the one hand, more insured individuals reported their health status as poor
compared to the uninsured (4.3% versus 1.3%). Perhaps this supports the idea that most families
make rationa choices about their hedth insurance needs—many of the uninsured are young and
hedlthy (and at relatively low risk) while many of the insured are in poor hedth (which is why
they want health insurance). However, it is also true that more insured reported their hedlth status
as excellent compared to the uninsured (25.2% versus 19.2%):

Table 1.11: Health Status by Insurance Status

Health Insured Uninsured All 2000
Status Group Group Groups BRFSS
Excellent 25.2% 19.2% 24.5% 19.7%
Very Good 29.0% 37.2% 29.9% 33.0%
Good 32.2% 19.2% 30.7% 30.2%
Fair 9.4% 23.1% 10.9% 13.2%
Poor 4.3% 1.3% 4.0% 3.9%

Sources. Household Survey; Oregon Behavioral Risk Factor Surveillance System

The Household Survey also suggests a close relationship between health status and income.
Individuals with incomes below 200% of the FPL were much more likely to report they were in
fair or poor health than those who were above 200% of the FPL (see Table 1.12).

" Please seewww.ohppr.org/hrsa/index_hrsa.htmfor details on methods and on findings from these two surveys.
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Table 1.12: Self-Reported Health Status by FPL

Health Status 0-200% of FPL Above 200% of FPL
Excellent 11.4% 28.5%
Very Good 27.6% 33.4%
Good 37.4% 28.5%
Fair 13.8% 7.6%
Poor 9.8% 2.1%

Source: Household Survey

The FHIAP Study posed the identical question as was used in the Household Survey.” The
FHIAP Sudy was designed to learn about two target groups, those enrolled in FHIAP and those
on FHIAP's reservation (wait) list. Demographically the two groups are very similar.” Both
groups value health insurance and both are willing to pay some portion of the cost. However the
groups differ in one important aspect—all (100%) of those enrolled in FHIAP are insured and
have access to health care while only 35% of the reservation list report being insured, primarily
through the Oregon Hedth Plan. As shown in Table 1.13, it is clear that FHIAP enrollees report
their health status as better than those on the wait list who are currently uninsured.

Table 1.13: Self-Reported Health Status by FHIAP Status

Health Status FHIAP Enrollees FHIAP Wait List*
Excellent 13% 5%
Very Good 30% 17%
Good 34% 41%
Fair 18% 28%
Poor 4% 8%

*Note: tabulations include only those who are uninsured
Source: FHIAP Sudy

FHIAP respondents were asked to compare their current health status with their health status a
year ago. Enrollees were more likely to note improvements. Twenty-six percent (26%) said they
were better; 15% reported they were worse. People on the wait list who were uninsured were
more likely to report a worsening of their hedlth status. Fifteen percent (15%) said they were
better; 33% reported they were worse.

" The question was: “In general, would you say your health is excellent, very good, good, fair, poor?”
" Please seewww.ohppr.org/hrsa/index_hrsa.htm
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Employment Status:

Overdl, about 74% of uninsured working-age adults are employed (see Table 1.14). But only
about one-third of those who work (23.5% of all uninsured or approximately 77,000 people)
have access to ESI coverage. In addition, not all people who work at firms that offer coverage
would be eligible. Based on statewide statistics about 80% of those offered coverage are eligible.
Therefore, of the 77,000 who have accessto ES| coverage, up to 62,000 are digible (though low-
income workers probably have lower digibility rates than average). Of those digible, an
estimated 35,000 workers have family incomes below 200% of the FPL. Assuming an average
family size of 2.5, these workers could represent as many as 87,500 uninsured people who live
below 200% of the FPL and are dligible for ESI.

Table 1.14: All Uninsured Aged 18-64

Working Not Working
% ESI % No ESI %

FPL Status Available Available Not Working
0-100% FPL 18.3% 52.6% 29.2%
101-200% 21.7% 45.1% 33.2%
201-300% 28.6% 54.0% 17.4%
+300% 26.6% 50.4% 19.0%
Totals 23.5% 50.5% 26.0%

Source: Pooled 1996/1998/2000 OPSdata. ES = Employer Sponsored Insurance

Availability of private coverage (including offered but not accepted):

Since 1996-1997 the U.S. Bureau of the Census has fielded an annual survey of employers
called the Medical Expenditure Panel Survey Insurance Component (MEPS-1C).> The MEPS-IC
contains data pertaining to employer-based insurance coverage and addresses issues related to
the amount, types and costs of hedth insurance available through the workplace. The MEPS-1C
represents a unique source of information about employer-sponsored insurance.

The MEPS-IC is a national survey that includes an annual sample of 550-600 Oregon-based
employers, both private and public sector. Four years of data are available (1996-1999). Tables
1.15 through 1.20 are based on 1998 Oregon-only estimates;” findings are limited to private
employers. Since MEPS-IC is based on a random sample of employers the data are subject to
sampling error.

According to MEPS-IC data, Oregon has amost 90,000 private firms. Most of these are small
firms—3 of every 4 companies have fewer than 25 employees. However, these firms represent a
small proportion of the total work force (see Table 1.15).

" 1999 MEPS data became available too |ate to be included in this report.
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Table 1.15: Private-Sector Employersand Employees by Firm Size

# % # % of
Firm Size Firms Firms Employees All Employees

1-¢ 56,940 63.8% 226,077 16.7%
10-24 11,633 13.0% 147,788 10.9%
2599 6,860 7.7% 213,225 15.8%
100-99¢ 5,633 6.3% 263,103 19.5%
1000+ 8,201 9.2% 499,630 37.0%
Totals 89,267 100.0% 1,349,823 100.0%

Source: 1998 MEPS, Oregon only

Based on MEPS-IC data about 83% of Oregon’'s private-sector workers are employed in
companies that offer health insurance (see Table 1.16). Firm sizeis akey predictor of offer rates;
as firm size decreases, offer rates decrease. In fact of the 227,645 workers who are not offered
ESI, 97% work in firms with fewer than 100 employees:

Table 1.16: Private Employer Offer Rates by Firm Size

% Employees # Employees # Employees

% Firms in Firms in Firms in Firmsthat

Firm Size that Offer that Offer that Offer Do Not Offer
1-9 31.5% 40.8% 92,239 133,838
10-24 71.9% 74.1% 109,511 38,277
25-99 79.4% 77.3% 164,823 48,402
100-999 91.5% 99.0% 260,472 2,631
1000+ 98.7% 99.1% 495,133 4,497
Totals 50.4% 83.1% 1,122,178 227,645

Source: 1998 MEPS, Oregon only

While firm sizeis a good predictor of whether an employer will offer health coverage to workers,
it is not as good a predictor of take-up rates. As shown in Table 1.17, the MEPS-IC data suggest
that eligible employees in small firms are amost as likely to accept coverage as employees of
large firms.

" Defined as the percent of eligible workers who accept offered coverage.
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Table 1.17: Private Employer Eligibility and Take-up Ratesby Firm Size

% Employees Take Up

Eligible for and # Rates
Offered Health # Employees % Employees (Enrolled/

Firm Size I nsurance Eligible Enrolled Enrolled Eligible)
1-9 84.1% 77,573 68.7% 63,368 81.7%
10-24 78.9% 86,404 64.0% 70,087 81.1%
25-99 70.3% 115,871 56.9% 93,784 80.9%
100999 77.1% 200,824 67.9% 176,860 88.1%
1000+ 85.4% 422,844 78.6% 389,175 92.0%
Totals 80.5% 903,516 70.7% 793,275 87.9%

Source: 1998 MEPS, Oregon only

Even though Table 1.17 shows that take-up rates are relatively high (87.9% overal) about
110,000 workers appear to decline coverage for which they are digible.

Availability of public coverage:”

In addition to officia enrollment reports, the OPS provides some insights into who receives
public coverage (See Table 1.18).

Table 1.18: Primary Sour ce of Health Insurance (those 18-64)

Employer Public Individual Uninsured
0-100% FPL 30.9% 33.6% 8.3% 27.8%
101-200% 50.9% 13.0% 8.9% 27.3%
201-300% 75.4% 3.2% 8.0% 13.3%
+300% 84.9% 1.5% 8.1% 5.5%
Totals 71.8% 7.0% 8.2% 13.0%

Note: Snce these numbers are pooled 1996/1998/2000 OPS data they will not exactly match prior tables.

For working aged adults, ESI is the most prevalent source of health insurance except for those at
or below the federa poverty level.

Race/Ethnicity:

As shown in Table 1.19, the OPS data suggests that uninsurance rates are similar across major
race categories.

" Please see www.sdsd.hr .state.or .us/resour ces/programs/index.htm for information about the enrollment criteria for
Oregon’ s public coverage programs and current enrollment levels.
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Table 1.19: Uninsured Rates by Race

Ethnicity Uninsured Rate # Uninsured
African-American 11.5% 8,712
Asian 9.7% 11,230
Native American 10.9% 11,803
White 11.8% 347,781
Other 21.6% 29,917
Missing 23.3% 13,706
Totals 12.3% 423,149

Source: OPS 2000

In addition to asking respondents to identify their race, the OPS asks respondents if they are
Spanish, Hispanic or Latino. Table 1.20 shows that those who responded “yes’ have an
uninsured rate twice that of the state average.

Table 1.20: Uninsured Rates by Self-Report Spanish, Hispanic or Latino

Uninsured Rate # Uninsured
Hispanic 24.6% 90,763
Non-Hispanic 10.8% 331,653
Missing 29.7% 733
Totals 12.3% 423,149

Source: OPS 2000

I mmigration Status:

The OPS does not provide information about immigration status.

Geographiclocation:

Uninsurance rates vary by area of the state.” As shown in Table 1.21, The Gorge Region (along
the Columbia River) and the Southwest Region have the highest rates of uninsurance.

" Please see Appendix | for information about each region.
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Table 1.21: Uninsured Rates by Area of the State

Uninsured Estimated #

Region Rate Uninsured % of All Uninsured
Central Oregon 11.3% 17,432 4.1%
Eastern Oregon 15.0% 29,632 7.0%
Gorge 16.3% 8,267 1.9%
Metra 11.5% 161,717 38.2%
Mid-Valley 9.3% 41,643 9.8%
North Coast 10.5% 10,857 2.6%
South Valley 12.8% 69,630 16.5%
Southern/Central 14.3% 10,439 2.5%
Southwest 16.0% 73,531 17.4%
Totals 12.3% 423,149 100.0%

Source: OPS 2000

Duration of uninsurance:

In order to learn more about the dynamics of temporary versus long-term uninsurance, OPS
researchers asked two additional health insurance questions:

“ At any timein the last 12 months, were you without health insurance?’
“ How many months were you uninsured?’

By the first measure 18.8% of Oregonians lacked coverage for some of the year prior to the 2000
survey. In other words, more than 646,000 Oregonians experienced at least short-term gaps in
coverage during a 12-month period from Spring 1999 to Spring 2000.

As shown in Table 1.22 low-income Oregonians were much more likely to experience periods of
uninsurance.

Table 1.22: Responsesto: “At any time in the last 12 months, were you without health

insurance?”
FPL Status Uninsured Rate Estimated # Uninsured
0-100% FPL 39.1% 170,391
101-200% 27.6% 247,925
201-300% 14.8% 100,540
300% 9.5% 127,938
Totals 18.8% 646,794

Source: OPS 2000
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As a follow-up question, those without health insurance in the prior twelve months were asked
how many months they were without coverage. Overall, 47.3% of those without health insurance
said they were uninsured for the entire 12 months, (see Table 1.23). Curiously, while those with
low-incomes have higher rates of uninsurance, they were no more likely to be continuousy
uninsured (uninsured during al 12 months) than those with higher income:

Table 1.23: Responsesto: “Number of Months Uninsured in last 12 months?”

6 Months or 7-11 12 # Uninsured for 12
Less Months Months Months
0-100% FPL 34.2% 15.9% 49.8% 84,925
101-200% 42.4% 8.8% 48.8% 120,950
201-300% 42.2% 10.2% 47.6% 47,848
300% 47.8% 11.2% 41.0% 52,367
Totals 41.3% 11.4% 47.3% 305,904

Source: OPS 2000

Looking a age, Tables 1.24 and 1.25 show that Oregonians aged 65 and older appear to be
relatively protected from short term periods of uninsurance. However, one in seven children and
one in five working aged adults are likely to have a period of uninsurance in the course of ayesr.

Table 1.24: Responsesto: “Uninsured anytimein last 12 months?”

Age % Uninsured # Uninsured
0-18 15.8% 142,772
19-64 23.0% 482,600
65+ 4.9% 21,421
Totals 18.8% 646,794

Source: OPS 2000

Table 1.25: Responsesto: “Number of Months Uninsured in last 127"

6 7-11 12 # Uninsured
Age Months or Less Months Months for 12 Months
0-18 47.5% 12.9% 39.6% 56,504
19-64 39.9% 11.1% 49.0% 236,620
65+ 32.0% 6.8% 61.2% 13,115
Totals 41.3% 11.4% 47.3% 305,904

Source: OPS 2000
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While children have a relatively lower risk of being uninsured for long periods of time, more
than 56,000 children were uninsured for 12 continuous months in 1999-2000.

1.3 Summarizing the information provided above, what population groupings were
particularly important for your State in developing targeted coverage expansion
options?

Oregon’ s research of coverage expansion strategies led us to focus on the following groups:

Low-income children digible but not enrolled in CHIP

Adults, 100%—200% of the Federal Poverty Level

L ow-income working adults who are offered coverage but find it too expensive
Parents of CHIP digible children

L ow-income adults with no kids in household

Oregonians who temporarily lose coverage

Low- to moderate-income families who cannot or will not enroll for publicly offered
health insurance and seek care through the safety net

Ethnic minorities, especially Hispanic/Latino populations

1.4  What isaffordable coverage? How much are the uninsured willing to pay?

Much of Oregon's research suggests that many families with low incomes are stretched
financialy and unable to afford health coverage. During HRSA grant-sponsored focus groups,
uninsured participants shared stories about affordability.” Two examples:

It istoo expensive. It’slike two hundred dollars per month for each kid...with all the kids
that | have...| will have to give them the whole paycheck for insurance. So, what can |
take home? Nothing.

Then the nurse told me that | would have to pay for this[ER] visit, asthe condition is not
an emergency. A week later, they sent me a hill for $650. | was shocked, | can’'t even
think of paying so much money. So, | moved to a different address and did not leave a
forwarding address.

The Household Survey gave some quantitative measure of the financial burden of paying for

health care. As shown in Table 1.26, the statewide results suggest that 50-60% of the uninsured
had trouble in the last twelve months handling the cost of needed hedlth care:

" Please seewww.ohppr.org/hrsa/index_hrsa.htmfor details.
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Table 1.26: The Financial Burden of Health Care

“Because of cogt, in the last 12 months, have you or

someone in your household...” All Uninsured
gone without a needed test or treatment? 24% 60%
gone without filling a prescription for medicine? 21% 49%
Had any problems paying medical bills? 25% 51%

Source: Household Survey, 2000

The FHIAP Sudy provides further evidence that the cost of hedth care can overwhelm the
uninsured, as shown in Figure 1.C. Those on the reservation list who are uninsured are much
more likely to forego needed health care than those who are insured:

Figure 1.C: FHIAP Study—Percent Foregoing Health Care

1 o
Skipped needed medical tests or | oo D Reservation List
treatments 32% (uninsured)

E FHIAP Enrollees
Skipped filling prescription for T2
medicine 36%

* Significantly different from FHIAP enrollees (p<.05).
Source: FHIAP Sudy

There is no easly-drawn line that divides Oregon into groups that can afford coverage and
groups that cannot. While health coverage may be expensive, many with low incomes manage to
obtain health coverage, even when they have to pay substantial amounts for it. For example,
focus group participants (most of whom were below the federal poverty level) expressed a
willingness to pay $10 to $30 toward a monthly premium.

The FHIAP Study aso sheds light on willingness to pay for health coverage. FHIAP provides
subsidies to low-income families to purchase private hedth insurance. Premium subsidies range
from 70-95% but families must pay the remaining premium and al cost-sharing. This can be
burdensome since all enrollees have incomes below 170% of the FPL. In the FHIAP Study we
asked respondents to estimate the out-of-pocket medical expenses for themselves and their
families, including premiums and copays (see Table 1.27).
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Table 1.27: Sdf Reported Out -of-Pocket Expenses—FHIAP Enrollees

Out-of-Pocket % Enrollees Who

in Last 6 Months Paid This Amount
Less than $50 11.9%
$50-99 12.8%
$100-499 41.4%
$500-999 19.9%
$1000-%$1,900 8.1%
$2000 or more 3.6%
Don't know 2.5%

Source: FHIAP Sudy

Almost half of FHIAP enrollees (41.4%) said they paid between $100 and $500 in a six-month
period.” If the mid point ($300) is used as an estimate of their average cost, then this group
expects to pay about $600 a year, or $50 a month. Almost one-third (31.6%) of the FHIAP
enrollees pay much more. Yet FHIAP, caPped because of limited state funds, has about 5,000
enrollees and await list of 20,000 people.”

1.5 Why do uninsured individuals and families not participate in public programs for
which they are eligible?

Based on OPS data about 115,000 Oregonians have household incomes below 100% of the FPL
and are uninsured. Many, if not most of these individuals are eligible for the Oregon Health Plan.
But even though they do not enroll in OHP, many still have effective coverage because of the
availability of retroactive digibility. Current application guidelines dictate that individuals who
need medical care will receive it from the date they sign up, as opposed to the date the
application is approved. In effect, this policy extends the effective reach of the OHP by
providing health care to those who need it as soon as they need it. It also has the consequence of
dampening enroliment in OHP. Since many OHP recipients must pay a small, but real, premium,
retroactive eligibility provides alow risk way of avoiding that premium.

One goa of the focus group research was to gain understanding of why many uninsured
Oregonians are without coverage.® This research provided reasons for not participating,
including:

Cost—OHP currently is a very low cost program for participants, however it is not
free. Enrollees are expected to pay a small monthly premium that varies from $6 to
$23 per household.

" Itisimportant to note that this cost does not include the subsidy. Without the subsidy, FHIAP members would
have much higher costs for premiums.

" Please see Section 1.9 of this report for more information about direct subsidies to low-income families.

* Please see “ Cost-sharing Strategies for OHP Medical Services,” www.ohppr.org, for conceptual ideas on how

increased cost-sharing for the Oregon Health Plan might positively and negatively affect health care utilization.

8 Please seewww.ohppr.org/hrsa/index_hrsa.htmfor the complete report of results.
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Confusion about enrollment/re-enrollment process—As one uninsured focus group
participant said:

It's confusing. Even though | have filled out the form before, | always have to go
up to the desk and say ‘ you need to explain thisto me.’” Like you have to sign up

for a specific organization if you live in a certain area. | don’t know...it isreally

confusing.

Focus group participants thought the reapplication process was overly complicated. In
fact, most uninsured participants felt that OHP renewa should take place annually
instead of semi-annually. Many participants described OHP literature as confusing
even when it is written in their native language.

Some Oregonians don’t know they are eligible for the OHP.

Lack of clarity about how citizenship status affects eligibility—Typically, people
who do not meet the citizen requirements have limited digibility for emergency
medical services including childbirth through CAWEM—Citizen Alien Waived
Emergent Medical. Diagnostic services and on-going medical treatment, including
prenatal and postnatal care are not covered.® The focus group research found this to
be a significant issue among Hispanics/Latinos, especialy when seeking care for
childbirth. In the words of one Hispanic woman:

| thought it was going to cover the whole thing. But they [the hospital] sent me
many billswhen | had my baby. [ These bills were for] the lab-HIV test, pap
smears, and stuff. They [OHP] didn’t cover that.

Not only did this limited coverage leave nontcitizens at financial risk, non-citizens
don't always understand their rights under CAWEM and how it is different from
regular OHP coverage.

Dissatisfaction with OHP (including language issues, cultural competency)—In the
words of uninsured focus group participants:

[ A hospital visit] takesforever, especially if you are on the Oregon Health
Plan...every time | go there around three or four in the afternoon, | leave around
ten at night. Last year | took my son to the hospital because | thought he had
pneumonia. It took forever to admit him. It was very frustrating. | had to fight
with everyone there to get him admitted.

If you are on the OHP, then they will make you a low priority. You'll get the last
available appointment.

Why do uninsured individuals and families disenroll from public programs?

In March 2001 the Center for Outcomes Research and Evaluation completed an Oregon Health
Plan Disenrollment Survey.” This study represents a critical source of information about why
people leave the OHP. The study looked only at those who lost their igibility, so is limited to
involuntary leavers—about 85% of the total who leave OHP. The other 15% could be considered
“voluntary leavers’ because they technically appear to be eligible when they leave. This group
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includes those who were dissatisfied with the program. Table 1.28 looks at those who lost
eigibility; most did so because their household income or assets increased beyond OHP
thresholds:

Table 1.28: Reasonsfor Loss of Eligibility

Went over resources* 62%
Paperwork 16%
Pregnancy Ended 5%
Premium Issues 3%
Moved 2%
Service/Quality 1%
School 1%

Other %

Don’'t know 3%

*98% income related; 2% asset related
Source: Oregon Health Plan Disenrollment Survey

Of those who said their income increased beyond OHP cutoffs, researchers asked why, as shown
in Table 1.29.

Table 1.29: Reasonsfor Increasing Income

New Job 27%

Increased hours at work 22%
Pay raise 11%

Increased disability income 9%
Soouse pay raise or new job 9%
Increased child support 4%
Widows benefit 3%

Other 12%

Don’t know 1%

Source: Oregon Health Plan Disenrollment Survey

In addition, the HRSA Team just completed a study of why people disenroll from FHIAP
(October, 2001)." Key findings include:

Eighty three percent (83%) of those leaving the FHIAP program report incomes under
185% of the FPL.

Thirty-three percent (33%) of respondents say they leave because their income
exceeds the 170% of the FPL eigibility limit.

" Please seewww.ohppr.org/hrsa/index_hrsa.htmfor details.
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Even though FHIAP participants must pay significant cost-sharing, this does not
appear to be a primary reason for disenrollment: 6% reported a disenrollment
resulting from a missed premium payment, another 12% cited either high out-of-
pocket costs or lost jobs.

Income averaging rules for FHIAP dligibility may place individuals and families with
seasona work or uneven income a a disadvantage: 21% of those losing their
enrollment because of income-over-alowable limits aso report annual incomes of
less than 100% of the FPL.

1.7  Why do uninsured individuals and families not participate in employer sponsored
coverage for which they are dligible?

Asnoted in Section 1.2 (Availability of Private Coverage) about 110,000 Oregonians are eligible
for employer sponsored insurance (ESI) coverage through their employer but decline such
coverage. About 30,000-35,000 have incomes below 200% of the FPL and remain uninsured.
The high cost of coverageis by far the single biggest reason people decline ESI.

The Oregon Health Plan Disenrollment Survey provides some additional findings about workers

with low income who had jobs that offered insurance coverage (see Table 1.30). Most survey
participants had incomes between 100-200% of the FPL.

Table 1.30: Responsesto: “Why don't you participate in your employer’s health insurance

Don’'t work enough hours to qualify 36%
Premiums too expensive 25%

Haven’'t worked there long enough 14%
Other 16%

Source: Oregon Health Plan Disenrollment Survey

In addition, the focus groups with uninsured Oregonians suggest that many low-income
uninsured are hesitant to accept state subsidies for employer-sponsored insurance. They fear that
health benefits would be forever linked to keeping their job. For the uninsured who are
unemployed or seasonally employed, this would be a bad outcome. Instead this group prefers
state- sponsored insurance programs.

The University of Oregon recently completed a longitudinal study of people leaving TANF or
food stamp programs and they aso found a “pro-public’ stance.® Their findings suggest that
many people prefer public health care programs because they appear to be more stable and to
offer more comprehensive benefits. As to any stigma attached to public-funded programs,
researchers believe that the OHP has generated sufficient positive press, in part by having the
support of a popular governor, to at least partially offset many negative connotations.

" Please see Section 1.2 of thisreport.
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1.8 Do workers want their employers to play a role in providing insurance or would
some other method be prefer able?

Our research suggests that employer-sponsored insurance is popular with the general public and
by extension, with workers themselves. For example, the Household Survey asked if Oregonians
would favor or oppose various specific approaches for expanding access to health care. Seventy-
five percent (75%) said they would favor using state funds to help small employers offer health
insurance. Sixty-six percent (66%) went so far asto favor “requiring al employersto offer health
insurance.” These findings are consistent with national surveys that find high support for ESI.°

However, employees still have serious problems, including:

Perceived lack of choice

Lack of portability

Employer§ who don't offer ESI; typicaly smadler firms, younger workers, lower
wage jobs

Projections that employee cost-sharing will increase

Concern about trends toward defined contribution plans

Projections that workforce demographics will shift in ways to cause ESl offer rates to
decline, especidly if the number of part time workers increase

19 How likely are individuals to be influenced by: 1) availability of subsidies 2) tax
creditsor other incentives?

Availability of subsidies:

Oregon has gained a great deal of experience with subsidies to individuals through the Family
Health Insurance Assistance Program (FHIAP). FHIAP offers state-paid subsidies to low-income
Oregonians who are unable to afford hedth insurance coverage. Enrollees must have been
uninsured for at least six months except if they are just leaving the Oregon Hedlth Plan. The
subsidies pay 70-95% of the premium costs for health insurance plans offered by employers or
in the private insurance market. Enrollees are responsible for copayments and deductibles as
required by their selected plan.

By many measures the FHIAP subsidy model has worked well. The program is at enrollment
capacity and has a long wait list.” The FHIAP Study indicates that FHIAP is very popular with
participants. In addition, subsidies need to be set at a high percentage level, alowing those with
low incomes to participate, and ensuring that enrollees will have access to comprehensive benefit
plans.

When asked to rate how important FHIAP has been to them in getting access to health care on a
5-point rating scale from very important to not important at all, 97% said it was very important,
and the remaining 3% rated it as somewhat important. The issue of choice was aso very

" Please see additional discussion of employer sponsored insurance in Section 2 of this report.
" Please seewww.ipgh.state.or .us/Docs/fhiapstats.htmfor enrollment statistics.
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important to enrollees. Seventy-five percent (75%) rated having a choice of coverage options as
very important and 20% rated coverage choice as somewhat important .

As part of the FHIAP Study enrollees were asked if they could till get by if their subsidy were
reduced by various percentage amounts (see Figure 1.D).

Figure 1.D: Willingnessto have FHIAP Subsidy Reduced

No reductionin

0,
subsidy 41%

50 percentage points

20 percentage points

15 percentage points

10 percentage points

5 percentage points

Source: FHIAP Study

FHIAP does not currently receive federal matching dollars and enroliment is capped because of
lack of additional financing. However, because FHIAP is so popular with low-income
Oregonians (20,000 people on the wait list is the program’s best argument for continuation) and
because Oregon wants to strengthen public-private partnerships the HRSA Team is looking for
ways to expand the program.

Tax credits or other incentives:

Tax subsidy/credit strategies can:

Improve tax equity

Strengthen the private insurance system

Be politically attractive—credits can be seen as atax cut as opposed to new spending
Even so0, Oregon remains skeptical about the use of tax credits to fund the purchase of hedth
insurance for low-income individuals, especialy tax efforts that rely completely on state-only
funding. In the just completed legidative sesson only one headlth care tax credit bill was
introduced and it did not receive a hearing.

The major problems with using tax credits to purchase individua coverage include:™®
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It is expensive to use tax credits as a means of decreasing the number of uninsured.

Tax credit programs vary in their efficiency (cost per unit reduction in number of
uninsured). Important ingredients to improve success appear to be: 1) refundable
credits and 2) methods to match the timing of tax subsidies with the timing of
insurance payments.

Some tax subsidy proposals, such as tax deductions, do not adequately target those
with low-incomes.

Tax credits targeted for the purchase of individua coverage will probably lead to
reductions in the number of people covered by employer-sponsored insurance.

1.10 What other barriersbesides affordability prevent the purchase of health insurance?

The Household Survey asked uninsured respondents why they didn’t have hedth insurance. As
Table 1.31 shows, most directly cited economic reasons or their inability to obtain employer
sponsored insurance. A few mentioned that they were refused coverage for health reasons and a
few mentioned that they didn’t need it:

Table 1.31: Reasonsfor Lacking Health Insurance

Can't afford 49.5%

Unemployed or between jobs 20.0%

Employer doesn’t offer to any employees 8.6%
Not digible through employer 7.8%

Refused coverage for health reasons 1.9%
Too difficult or too much paperwork 1.0%
Don't need it 2.3%

Other 8.9%

Source: Household Survey

The FHIAP Sudy aso provided insight into why people below 170% of the FPL go without
coverage (see Table 1.32). At the top of the list was cost. While most of FHIAP' s population is
employed, employment does not aways lead to hedth insurance. Sixty-five percent (65%) of
those who are currently employed, but uninsured, report that their employer does not offer
insurance; another 14% of the uninsured report that they do not work enough hours or have not
worked long enough to qualify for employer-sponsored insurance.
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Table 1.32: Responsesto: “There are many reasons why people go without health insurance.
Why are you (or were you) uninsured?”

Percent Who Cited Reason as a “Major
Reason” for Being without I nsurance

Enrollees Waitlist
(uninsured prior (uninsured while
Reason Without I nsurance to FHIAP) on waitlist)
Too expensive 94% 94%
Lost Eligibility for OHP 38% 52%
Lost Eligibility for OHP 38% 52%
Employer did not offer health insurance 52% 48%
Unemployed or Between Job 29% 34%
Employment did not offer coverage
for dependents 24% 28%
Family member’s health insurance
did not cover me 17% 23%
Refused Insurance due to pre-existing
conditions 17% 12%
Have not worked long enough or do not work
enough hours to qualify for ESI 10% 17%
| did not know how to get health insurance 14% 9%
Benefits from a former employer ran out 10% 13%
Became divorced or separated 8% 10%
Did not believe anyone would sell me
insurance 8% 10%
My employment is/was seasonal 5% 6%
Did not think | needed Insurance 1% 2%

Source: FHIAP Sudy

1.11 How aretheuninsured getting their medical needs met?

Our research suggests that the uninsured are often successful in finding health care, but that they
utilize and pay for services very differently than the insured. The Oregon Heath Plan
Disenrollment Survey provides information about those who lost digibility for the Oregon
Health Plan and how low-income individuas cope with being uninsured.” About 71% of those
who disenrolled were without health insurance immediately after leaving the OHP. As shown in
Table 1.33, those who keep some sort of health coverage are three times more likely to seek out
doctor services than the uninsured.
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Table 1.33: Responsesto: “Have you visited a doctor for any reason since leaving OHP?”

Insured

Uninsured

% Yes 60%

23%

Source: Oregon Health Plan Disenrollment Survey

Table 1.34 shows that many low-income individuals who need care but are unable to obtain
insurance will switch the location of their care from a private doctor’s office to the emergency

room.

Table1.34: Comparison of Usual Source of Health Care when OHP Insured versus

Uninsured
Usual Sour ce of Source of Care for most recent
Carewhileon OHP visit (after leaving OHP)
Private Daoctor’ s Office 65.1% * 48.4%
Community/Migrant Clinic 9.0% 7.2%
Hospital Clinic 5.0% 4.5%
Urgent Care Clinic 5.0% 8.9%
County Health Department 4.3% 5.6%
Health Emergency Room 3.1% * 13.4%
Family Planning Clinic 3.6% 4.5%

* Jgnificant (p<.05) difference fromusual source of care. Non emergency visits only.

Source: Oregon Health Plan Disenrollment Survey

The Household Survey also provides a perspective on differences in health care seeking
behaviors between the insured and uninsured, as shown in Table 1.35.
Table 1.35: Health Care Seeking Behaviors
% Yes
All Uninsured Insured
Do you currently have a regular doctor or clinic you
go to? 87% 45% 92%
In the last 12 months have you received a routine
physical exam or check up? 65% 33% 69%
In the last 12 months have you had a problem
getting medical care you
believed necessary? 30% 41% 29%

Source: Household Survey
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The FHIAP Sudy amplifies these findings. FHIAP enrollees are more likely to have a regular
source of health care than those on the reservation list, and the source of care is more likely to be
aprivate doctor’ s office or clinic. Enrollees were also more likely to receive preventive services.
More specificaly:

Seventy-one percent (71%) of enrollees reported having seen a provider in the last 6
months for regular or routine care while 43% of those uninsured on the reservation
list have seen a provider for regular or routine care.

Ninety-five percent (95%) of the enrollees reported having a regular place to go when
they were sick or wanted medica advice; this is true for 72% of those on the
reservation list.

Access to regular or routine care outside of regular office hours is not significantly
different for those on the reservation list and those enrolled in FHIAP.

Eighty-two percent (82%) of the enrollees report using a private doctor’s office or
clinic for their regular source of care while 56% of the uninsured on the reservation
list report the same.

Eight percent (8%) of the uninsured on the reservation list report using the emergency
room as their usual source of care. Less than one-half of 1% of the enrollees report
use of the emergency room for regular care.

Enrollees were much more likely to have received preventive services within the last
year. For example, 58% of the enrollees had a routine physical in the last year versus
34% for the uninsured on the reservation list. These differences extended to
cholesterol checks, blood pressure checks and Pap smears.”

Hedlth care coverage only works if people can actually get appointments for needed care within
areasonable time frame. To learn more about this dimension of access to care, the FHIAP Study
also asked respondents if they could get various types of appointments as soon as they wanted.
Those with insurance were much more likely to have effective access to needed care (including
routine care, care for illness or injury and even preventive care):

Eighty-three percent (83%) of the FHIAP enrollees report they are able to get
appointments for routine or regular care “Usualy” or “Always’; 64% of those who
are uninsured on the reservation list report the same.

Sixty percent (60%) of those on the uninsured on the reservation list report that they
have had an illness or injury in the last 6 months requiring care right away; 24% of
those reported that they were “never” able to get care as soon as they needed. Only
2% of enrollees reported that they were “never” able to get care as soon as they
needed for illness or injuries.

The FHIAP Sudy examined the effect of insurance status on children, using ddivery of
immunizations and missed days of school as indicators of possible adverse medical and socia
impacts resulting from gaps in insurance coverage:

" Please see full results at www.ohppr.org/hrsa/index_hrsa.htm
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Fifty-six percent (56%) of those individuals on the reservation list with children
report that there was some period of time in the last 12 months when their children
were completely without health coverage whereas 14% of enrolled individuals have
experienced breaks in insurance for their children in the last 12 months.

Children in families on the reservation list are more likely to miss days of school
because they are not able to get needed medical care. Twenty-two percent (22%) of
those individuals on the reservation list with children report that one or more of their
children have missed days of school because they were not able to get needed medical
care whereas 8% of enrolled families report that their children missed school days
because of alack of needed medical care.

In summary, the uninsured use many coping strategies to get their medical needs met. A short list
of their dtrategies, including quotes from focus group participants when available, are Isted
below:

Postpone preventive care services:

| can’'t afford health insurance. My ex-husband paid it for 23 years. | am
healthy—don’t go to the doctor when sick generally but | need general health
coverage for exams, etc. | have been unemployed for about 3 months. That ismy
current status.

Postpone elective care:

| amin need of severe dental coverage. My children are in need of physical and
dental check-ups. | want to know if we can expedite this coverage so we can get
the medical care we need.

Postpone chronic care treatment:

My husband is a diabetic. We run into financial hard times with getting hisinsulin
and test tabs. We went without insulin for 2 weeks this month. Thisis dangerous
and compounds his illnesses long term effects. He is doing well overall, but not
being able to have a doctor’ s supervision over himis not smart. We are actively
interested in avoiding diabetic complications, but thisis challenging without
medical health providers.

Rely on emergency and urgent care facilities:

| amin a category ‘not poverty level’, however, not making enough to buy $275 a
month health insurance. I'm at an age where | need health insurance. | have one
more payment on an ER bill for my significant, and just this week accumulated an
urgent care bill. I1t’'s sad when the sicker or more severe ailment isthe one
treated. I’'mall for everyone having access to health insurance.

Rely on safety net and community-based clinics:
My son attains check-ups etc. for freethrough [thelocal clinic].
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Rely on traditional healers or home remedies:

When someone has a fever, we put cold towels on him or we use herbal teas.
Someteas are for stomach aches and things like that. We can’t pay to see a
doctor just for a stomach ache, so we use these teas.

Pay for care out of their own pockets:

We are currently trying to pay off major medical bills for my husband in excess of
$1,500. We don't qualify for Oregon Health Plan but can’t afford any other
insurance. | am diabetic and can’t afford my medicines. We are too young for
Social Security Medicare. We desperately need health insurance.

Pay the price for delayed care:

[My daughter] was uninsured for 6 months last time her OHP lapsed; it took
OHP and AFS 4 months to process my application and issue a medical card. In
the meantime, she was off her medicine and ended up in a mental health triage
emergency room. Thereis no excuse for that and that’s no way to treat children.

Sdlf treat:

My husband hurt his hand and needed stitches. We did so at home because he
won't put the money out in more bills when the kids need docs themsel ves.

1.12 What isa minimum benefit?

A minimum, or basic benefit plan, refers to “...hedth services that should be generally and
uniformly available in order to assure adequate health status and protection of the population
from disease.”™* Such a plan may represent a minimum set of benefits to be equaled or exceeded
by health insurance carriers or it may be the only set of benefits offered. It generally consists of a
list of required health care services, clearly defined limitations and exclusions, and a summary of
reimbursement limitations such as cost-sharing, maximum reimbursement.

Basic benefit plans are akey element in any health care reform proposal because they can ensure
aminimum level of coverage, control costs, and facilitate comparison among plans. The cost of a
benefit can be a deciding factor in the public or private insurers decision to include or exclude it
in a policy. Detailed understanding of benefit packages with their limitations of coverage, cost-

sharing characteristics, and anticipated utilization is critical to estimate or determine actuarial

costs for covered services.

In the summer of 2000, a Task Force on Basic Benefit Plans was created within the Oregon
Health Council. The Task Force held public discussions on the issues involved in defining a
basic benefit plan. Specifically, they were asked to explore whether the health care needs of the
low-income uninsured would be better met by covering a core set of benefits and services rather
than remaining uninsured for all services.” With the OHP Medicaid expansion covering those up
to 100% of the Federal Poverty Level (FPL), the Task Force focused on the uninsured working

" Please see “Issues Invovled in Designing a Basic Benefit Package and Determining Actuarial Equivalence” at
www.ohppr.org/hrsa/index_hrsa.htm
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poor, adults with income from 100-200% of the FPL. Children and pregnant women in this
income range would likely be covered under expansions of the State Children’s Health Insurance
Program (SCHIP) and Medicaid, which currently cover these individuas up to 170% of the FPL.

The Benefit Task Force focused on two types of approaches to benefit design: 1) access
promotion, a system that encourages early diagnosis through routine health care in order to
increase the potential for better outcomes of treatment and reduced costs, and 2) asset protection,
a system exemplified by a catastrophic plan, which uses copayments and deductibles to shift
some of the cost of low-cost care to the consumer, while providing the individua protection from
losing their assets due to a severe illness or “ catastrophic” event. Most HM O’ s have traditionally
offered fairly rich and complete coverage of both preventive care and catastrophic expenses.

The Task Force reached the conclusion that a basic benefit plan for uninsured adults from 100—
200% of the FPL should stress access promotion. Concerns were raised that many individuals at
this income level would not be able to afford even moderate expenses, resulting in the same
outcomes as if they remained uninsured. By focusing on access promotion, there would be
enhanced coverage of preventive and early intervention health care, while limiting the coverage
of high cost cases. This plan is consistent with the public health goal of encouraging preventive
care.

In December 2000, Governor John Kitzhaber directed the members of the Oregon Health
Services Commission (HSC) to begin work on defining a standard benefit package that could be
used to expand access to non-categoricaly eligible applicants with household incomes up to
200% of the FPL.” The current OHP benefit package, renamed OHP Plus, would continue,
remaining available to the most vulnerable population. The second package, named OHP
Standard, would be at least actuarially equivalent to the benefit package mandated under
Medicaid, with Oregon to request awaiver for federal match. SCHIP legidation currently allows
for actuarial equivalent benchmark plans for federal funding.

The Health Services Commission has been exploring benefit reductions and cost-sharing models
as it has worked to define a minimum benefit package. The HSC will forward recommendations
to the Waiver Application Steering Committee and the Legidative Emergency Board, who will
determine what the funding level will be for the new public OHP Standard benefit package.

Asoutlined in HB 2519, the Insurance Pool Governing Board (IPGB) has been reviewing small-
group plans to determine a minimum set of benefits and services that will define the basic health
benefit benchmark on the private side. This benchmark will be the standard that a private
insurance plan will be compared to in order to qualify for public subsidy. The subsidy will assist
currently uninsured individuals up to 185% of the FPL to participate in their employer sponsored
insurance plan.

" With passage of HB 2519 this was changed to 185% of the FPL.
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1.13 How should underinsured by defined? How many of those defined as “
underinsured?

The concept of underinsurance attempts to define the gap between what people might rightfully
expect from health insurance and what is actually delivered. This is complicated in part because
of overlapping and conflicting perspectives. Whether a health benefit is useful or, instead, results
in the creation of systematic barriers to needed care depends on a great many things including:

the degree of financia burden;

the extent to which the benefit covers what the patient wants,
how much stigma might be attached to using the benefit;

an assumption that patients understand and value insurance.

There is adso a potential conflict between what is socidly desirable and what might be
individually desirable. In the early 1990’ s the framers of the original Oregon Health Plan worked
hard to gain public input and create an active debate about such issues. This remains an
important value in Oregon.

Oregon has not discovered a definition for the concept of underinsurance, but has outlined a
cluster of related ideas:

1) Catastrophic illness protection—In some instances under-insurance can result in
financial ruin. This definition seeks to identify those people who are at risk of large
out-of pocket expenditures for an unusualy expensive, catastrophic illness. To
operationalize it, Pamela Short and Jessica Banthin (1995) defined the under-insured
as individuals at risk for out-of-pocket expenditures exceeding 10% of their annual
family income if they faced the average medical expenses of individuals with the
highest 1% of expendituresin their risk group.

2) Actuarial value comparable to some standard plan—Define a benchmark plan (such
as the most popular HMO plan in an area or the Federal employee plan) and
determine how other plans compare. People who have plans of lesser actuarial value
might be considered under-insured.”

3) Availability of critical benefit features (such as mental health or dental or
prescription drugsy—Does the plan in question include these benefits or not? Do the
people using the plan want these features or not? Oregon has used public meetings to
learn more about values of Oregonians.

Focus groups with low-income, uninsured Oregonians suggest that people want
comprehensive benefits and will not be easily dissuaded from this perspective. While
insurers and employers might see health benefits as a series of modules (denta,
pharmacy, mental health) that can be mixed and matched to create lower cost
packages, focus group participants resisted such thinking. In fact, many participants

" Please see Section 1.12 for our discussion about minimum benefits and Section 3 for information about defining
adequate benefits. For a detailed discussion of the actuarial work we did to define an acceptable publicly-funded
plan, please also see www.ohppr.org/hrsa/index_hrsa.htm
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said they would ssmply prefer the state to provide low-cost, comprehensive health
coverage for al family members.

4) Degree of cost-sharing imposed—At what point does a plan become so expensive
that it isn't used? Many sudies attempt to define affordability as a maximum
percentage of household income dedicated to hedlth care. But what is the appropriate
standard?”

Survey research offers one way to estimate the number of people who feel cost has
become a serious burden. Based on the Household Survey we learned that about 20%
of the insured go without needed medical services or have trouble with health care
costs. (See Table 1.36)

Table 1.36: The Degreeto Which Cost of CareisA Burden

“Because of cost, in the last 12 months,

have you or someone in your household...” All Insured
gone without a needed test or treatment? 24% 20%
gone without filling a prescription for
medicine? 21% 18%
had any problems paying medical bills? 25% 22%

Source: Household Survey

5) Limits on access to specific services (could be through limitations on pre-existing
conditions or number of vigits, etc).

6) Degree of stigma attached to the health insurance card—Some people don’t like
public assistance programs. Some recipients feel they are treated poorly, some
providers don't want public clients because reimbursements are lower or because
public clients are perceived as difficult. To the extent this happens, publicly funded
insurance can result in underinsurance. Clients stay away, don’'t understand or follow
treatment guidelines.

7) Constraint of choice—hedth insurance can limit options. To the extent that health
insurance forces people into systems they don't like, they might avoid needed care.

8) Group coverage versus individual coverage—Whereas group coverage obtained
through an employer might limit choice, an individua policy, with stricter
underwriting standards, might impose real burdens on older, sicker individuals. These
burdens can take the form of out-and-out inability to obtain coverage, restrictions on
benefits and very high cost.

" Please see our discussion on affordability in Section 1.4 of this report.
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Section 2

Summary of Findings. Employer-Based Coverage

21 What arethecharacteristics of firmsthat do not offer coverage, as compared to
firmsthat do?

Since Oregon has not completed a HRSA-sponsored employer survey, the HRSA Team relied on
existing data sources, including:

Medical Expenditure Panel Survey;* and

Kaiser Family Foundation Employer Health Benefits 2001 Annual Survey (referred to
subsequently as Kaiser/HRET).?

Employer size (including self-employed):

Please see Section 1.1 of this report for information about employer size, including self-
employed.

Industry sector:

Offer rates vary by industry type. Kaiset/HRET provides useful information about small firms
(3-199 workers):

Table2.1: Percentage of All Small Firms (3-199 workers) in Which Workersare Offered
Health Insurance, by Industry

2000/2001 Average’
Sate/Local Government 91%
Transportation/Communication/Utility 83%
Manufacturing 76%
Health Care 73%
Mining/Construction/Wholesale 69%
Service 64%
Finance 59%
Retail 58%
Totals 66%

Source: Kaiser/HRET Survey of Employer-sponsored Health Benefits: 20002001

" Because Kaiser/HRET's survey data for the percentage of small firms that offer health insurance showed such a
dramatic (and unexplained) change from 2000 to 2001, the HRSA Team chose to average 2000 and 2001 results.
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Employee income brackets:

Low-income workers are much less likely to be offered hedth insurance than higher-wage
workers. Kaiser/HRET provides some clear evidence: for firms that have more than 35% of
employees making less than $20,000 a year, 52% of those firms offer health insurance; for all
other firms the combined offer rate is 85%.

Oregon-specific MEPS information provides similar findings: establishments with 50% or more
minimum wage employees are very unlikely to offer health benefits (see Table 2.2).

Table2.2: Establishmentswith 50% or More Low Wage Employees That Offer Health

Benefits
Year % “ Y eSu
1996 21.2%
1997 14.4%*
1998 11.5%

Source: MEPS Oregon-only, private sector
*Sgnificant decrease from 1996.

Per centage of part-time and seasonal workers:

Based on Oregon-specific MEPS data, part-time workers in smal firms are less likely to be
offered health insurance coverage:

Table2.3: Percent of Private-sector Employees Who Work in Establishmentsthat Offer
Health Insurance

Firm Size Part time Full Time Totals

Fewer than 10 Employees 20.7% 49.5% 40.8%
10 — 24 Employees 64.9% 76.5% 74.1%
25-99 67.6% 81.4% 77.3%

100999 97.4% 99.4% 99.0%

1000+ 91.0% 99.5% 99.1%

Totals 62.7% 87.5% 83.1%

Source: 1998 MEPS (Oregon only, Private sector only).

Geographic location:

While Oregon does not have any direct information, county-specific rates of uninsurance and
county-specific labor and population estimates suggest an employee-based coverage pattern
similar to that shown in Section 1.2 of this report.
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For those employers offering coverage, please discuss the following:

Cost of palicies:

1998 MEPS data, while somewhat out of date, provide a starting place for discussions about the
cost of health insurance in Oregon. Since the apparent differences between small firms and large
firms are not statigtically significant, the HRSA Team concludes that premium costs are similar
across firm size. This is consstent with national data indicating that small employers pay about
the same as large employers but get less coverage.®

Table 2.4: Average Total Premium per Enrolled Employee—1998

Firm Size Single Coverage Family Coverage
50 or fewer Employees $2,097 $5,373
More than 50 Employees $2,259 $5,641
Totals—Oregon $2,211 $5,599
Totals—United States $2,174 $5,590

Source: MEPS1998—Tables|1.C.2, [1.D.1

Regarding the trend, the news in Oregon is Smilar to the news across the country—health care
costs are rising sharply. According to a Mercer/Foster Higgins employer survey, Oregon and
Southwest Washington large employers (500+ employees) faced a 9% increase in total hedlth
benefit costs in 2000." Rates increased faster in Oregon than in the nation (9% versus 6.6% in
2000). According to Milliman & Robertson, HMOs in Oregon raised group premiums an average
of 17.1% for 2001.°

Other Oregon employers cite much higher rate increases. For example, the Oregon Coalition of
Health Care Purchasers absorbed average increases of 22% for fealth care coverage in 2001.°
Firms represented by TOC Management Services (500 companies; 100,000 workers) faced 20%
increases in premiums for 2000 and 2001; TOC expects the same for 2002 (two thirds of the
firms represented by TOC are in wood products, one-third in manufacturing). City County
Insurance Services which represents 300 public sector employers (covering about 10,000
workers) reports an overall 12% increase from August 2000-July 2001 and a 25% increase from
August 2001-July 2002.

Levd of contribution:

Based on MEPS (1998), Oregon employers contribute an average of 90% of the cost of single
coverage and 75% for family coverage. Small firms contribute a smaller amount for family
coverage than larger firms (66% versus 78%).
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Table2.5: Employer Contribution towards Coverage (Oregon Only)

Firm Size Single Family

50 or fewer employees 91% 66.0%
51+ Employees 90% 78.0%

Total 90% 75.0%

Source: Special tabulations fromthe MEPS-1C Employer Survey for 1998. Prepared by the Agency for Healthcare
Research and Quality.

While useful by themselves, these numbers need clarification. Most important, they apply only to
those employers who offer coverage. In addition, they hide two kinds of variation. First, as point-
in-time estimates they don't reveal the trend, and the trend toward more cost-sharing has begun;
many employers are asking workers to pay more. As one example—five years ago, according to
TOC, the firms they represent made an average contribution of 90% for family coverage; today
the average is 50-60%. Second, the summary numbers mask the variation around the mean. For
example, as shown in Table 2.6, firms with many lowincome workers tend to contribute less
than average.

Table 2.6: Average Employer Contribution towards Coverage by Wage Level (Oregon

Only)
Wage Level Single Family
Low Wage: more than 50% make less than $6.50/hr 85% 64%
Moderate Wage: more than 50% make $6.50— $15/hr 90% 67%
High Wage: more than 50% make more than $15/hr 93% 75%
Other: 89% 84%
Total: 90% 75%

Source: MEPS Special Run (percent based on plan that was lowest cost to EE all eligibles. 1998 Data)

Firm size is dso an important factor in describing this variation, especialy for family coverage
(See Table 2.8):

Table2.7: Average Employer Contribution towards Single Coverage (Western U.S*)

Firm Size

50 or Fewer
Wage Level Employees 51+
Low Wage: more than 50% make less than $6.50/hr 76% 7%
Moderate Wage: more than 50% make $6.50— $15/hr 90% 83%
High Wage: more than 50% make more than $15/hr 93% 90%
Other: 89% 83%
Total: 90% 84%

Source: MEPS Special Run ( percent based on plan that was lowest cost to EE; all eligibles. 1998 Data)
*Because of small sample sizes, thisinformation is an aggregate of WA, OR, CA, AK, HI.
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Table2.8: Employer Contribution towards Family Coverage (Western U.S*)

Firm Size

50 or Fewer
Wage Level Employees 51 +
Low Wage: more than 50% make less than $6.50/hr 50% 57%
Moderate Wage: more than 50% make $6.50- $15/hr 61% 66%
High Wage: more than 50% make more than $15/hr 67% 76%
Other: 68% 76%
Total: 63% 73%

Source: MEPS Special Run (percent based on plan that was lowest cost to EE; all eligibles. 1998 Data)
* Because of small sample sizes, thisinformation is an aggregate of WA, OR, CA, AK, HI

According to MEPS data (Table 2.8), low-income workers in small firms pay, on average, 50%
of the premium for health insurance for families. This can be a considerable burden on low-
income families. According to 1998 Oregon-specific MEPS data, the average annual employee
contribution for single coverage was $197.84 and for family coverage was $1079.61. Employee
contributions are even higher in firms that have a high concentration of low-income workers,

employee contributions average about $1,900 per year for firms that have more than 50% low-
income workers.

Table 2.9 presents a “what-if” scenario, an estimate of the financia burden those with low
incomes face if they choose to pay for insurance offered through their employer. Obviousy
many do not accept the offer. While single coverage seems to be manageable, the cost of family
coverage, assuming it is available, amounts to a significant portion of household resources. And
these numbers only address the burden of premiums, not any additional cost-sharing such as
copayments or deductibles. Nor do they take into account the recent double digit premium
increases.

Table2.9: Percent of Annual Income needed to cover aver age employee contributions:
Family of 3, at 100% and 185% of the FPL

Percent of the FPL

Avg. Employee
Contribution per Year 100% 185%
Sngle Coverage $197 1.3% 0.7%
Sngle Coverage (low-income only) $262 1.8% 1.0%
Family Coverage $1,07¢ 7.4% 4.0%
Family Coverage (low-income only) $1,90C 13.0% 7.0%
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Oregon’ s focus group research provides another source of information about contribution levels.”
Among owners of small companies (fewer than 25 employees) who participated in the focus
groups, the average contribution for single coverage was 50-60%, which is lower than the MEPS
estimates. In the words of one small business owner:

Most of our employees are in their twenties. So they're a fairly young group and
most of them don't really think about health insurance that much. But we have a
few in their forties too. They think about it. We decided that the company would
pay 60% of the medical and the employee would have to pay 40%, plus dental and
vision. So, it’s about a fifty-fifty effort at this point.

Per centage of employees offered coverage who participate:

Please see Section 1.1 of this report, especialy Table 1.17 (eigibility and take-up rates by firm
size).

2.2  What influences the employer’s decison about whether or not to offer coverage?
What arethe primary reasons employersgive for electing not to provide cover age?

Oregon’ s focus group research reflects the findings of the Kaiser/HRET Benefits Survey (2001):

Table 2.10 Reasons Small Firms (3-199 workers) give for not offering Health Insurance

Percent “Very

Reason I mportant”
High Premiums 64%
Employees Covered Elsewhere 56%
High Turnover 21%
Company can’t qualify for group rates 22%
Obtain good employees without offering a health plan 30%
Administrative hassle 22%
Firm too newly established 6%

Source: Kaiser/HRET Survey of Employer Sponsored Health Benefits: 2001

Cost is certainly the biggest barrier to offering health care benefits. As a participant in one focus
group with owners of small businesses said:

Providing employee health coverage is a concern. | would like to be ableto do it.
It has not been an option for me so far. | spend every dime that comes in that
door. | spend it on wages and taxes, parts purchases, rent and the general
overhead...so, really, providing insurance for employees has not been an option.
We're getting closer to that point...I might be able to do it sometime soon.

" Oregon completed six focus groups with small employers. Please see www.ohppr.org/hrsa/index_hrsa.htm
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Another participant gave a sense of the relative importance of offering health coverage:

Employee health coverage is definitely an important issue, but certainly not the
top priority. The top priority is to keep the business running so they have a place
to work. So we all have a place to work. Once we managed to get the business
running, it was important to get into some kind of benefit program. We though it
was more important to cover health care rather than a retirement program. [ But
even with this program| when the ninety-day limit comes up and [employees]
haveto enroll, some of them say, “ Do | haveto?” becauseit’s 50% [ contribution

policy]. So for healthy employees in their twenties dishing out that much
money...doesn’t make a whole |ot of sense.

A third spoke to the issues of a mobile and temporary work force:

Conversaly a fourth employer thought that by offering health benefits he could, at least
marginally, improve the stability of his work force and decrease his recruitment and training

costs:

2.3

Employers are constantly reading the labor market, trying to find the right mix of wages, benefits
and working conditions that will attract new workers and keep valued senior workers. Oregon’s

Well, you know there are so many variants. | mean, is that person working full
time? Isthat person going to be working year around? In numerous cases, | don’t
think insurance is necessary. A lot of times the employees we have here are on a
temporary basis and they don't care if they have insurance. They certainly don’t
expect it. So that is not a concern. Other people have insurance through their
spouses. For usit would be an extra expense we could not afford.

| think providing health care attracts more stable people...We're such a low
paying industry that we are not going to have a lot of career people so if you can
hold on to somebody for just a few extra months by providing them with some
insurance benefits—that means alot to us.

What criteria do offering employers use to define benefit and premium

participation levels?

research pointed to four key criteria

24

Oregon is aready experiencing both problems. Unemployment increased to 6.4% in September
2001, its highest level in seven years and giving Oregon the second highest unemployment rate

Cost of offered care
Profitability of the firm, which is related to length of time in business

How easy/difficult it is to attract qualified workers in the local l1abor market
Industry norms

What would be the likely response of employers to an economic downturn or

continued increasesin costs?
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in the U.S.” Health care premiums continue double digit increases. As a result, Oregon believes
that:

Employers have already begun cost-shifting to employees.
Employers have begun to limit employee choice of health plans.

Given the high cost of family coverage and given that some insurers require 75%
participation among all eligible employees and dependents, some employers might
begin offering employee-only coverage.

Newly established businesses may delay offering health coverage.
Firms might reconsider defined-contribution plans. While not yet popular, many

employers have a wait-and-watch attitude. Some employers think that use of defined
contribution plans could snowball if afew key industries adopt the concegpt.

Firms will continue to shop for low cost health insurance alternatives.

Firms will show more interest in purchasing pools.

Employers will be more open to public solutions.

Employers might again become interested in plans that have limited provider panels.

Firms will be less likely to sdlf-insure. HIPAA privacy laws will require a heavy
administrative burden on self-insured employers. Cost of reinsurance/stop-loss has
sky-rocketed.

Some firms are considering the use of “company-doctors.”

25  What employer and employee groups aremost susceptible to crowd-out?

In general Oregon’'s qualitative research suggests that employers would be hesitant to drop
coverage for employees smply because publicly funded coverage options were available. The
HRSA Team was consistently told that coverage is an important part of an overall compensation
package and a necessary way to attract workers.

Oregon does not necessarily believe crowd-out is a huge problem, especialy for individuals
under 185% of the FPL. But to the extent it is likely to happen, firms with a high proportion of
low-income workers will be most susceptible. Though many such firms could be expected to
drop coverage even if there is no public aternative because the high cost of coverage could
smply prove to be too much of a burden.

Crowd-out isn’t driven solely by employer decision-making. Employers might, in good faith,
continue to offer coverage even when new public options come into existence only to see low-
income workers opt for the public program. It is also possible that low-income workers would
keep their own coverage but use public options to cover the rest of their family.
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26 How likely are employerswho do not offer coverageto be influenced by:

Expansion/devel opment of purchasing alliances?
Individual or employer subsidi es?
Additional tax incentives?

Expansion/development of purchasing alliances?

The focus group participants had mixed opinions about purchasing aliances. Almost al the
participating employers liked the idea of aliances if such cooperative arrangements could lower
costs. However many employers remain skeptical about their potentia in this regard. Some
employers cited the high administrative costs associated with insurance alliances as a serious
barrier to lower costs. Others mentioned the need for long-term participants in the aliances and
felt that most small businesses are too transitory; as a result aliances could easily collapse,
especially during an economic downturn. Finally, most small business owners want their
employee hedlth care plans to be tailored to the specific needs of their few employees and to fit
with their own business needs. As aresult, small employers tend to perceive larger aliances and
insurance pools as limiting their choice for hedlth coverage.

Individual or employer subsidies?

Oregon’'s research suggests that employers are interested in subsidies. As one focus group
participant stated:

...50 many bigger companies offer [health coverage] and a lot of people with
families say that is the biggest thing they look for in a job. They say that they have
to have health insurance before they would consider a job. And if you are
employing the head of the household, definitely. So if we as small business
employers were given an opportunity like tax breaks or a subsidy; it would be
extremely helpful. The only realistic way most small businesses are going to be
able to give health insurance to their employees isif we do it in cooperation with
the government.

Employers also seem to worry about mandatory participation rates imposed by insurers.
Typicaly employers are expected to enroll 75% of al eigible employees and €ligible
dependents. As the cost to the employee goes up, participation goes down (family participation
especialy). Subsidies could help stabilize the situation.

Subsidies to support the purchase of ESI could flow to the employer or the employee. Generdly,
employers seem to prefer administratively simple subsidies. They don’t want to have to create a
new audit trail, worry about tax implications and keep tabs on how much their employees have in
the way of financia resources. Therefore most employers seem to like subsidies aimed at
supporting employees directly.
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Additional tax incentives?

Small employers who participated in the focus groups seem interested in tax credit approaches.
However, many small employers do not seem to understand the existing tax implications of
offering health insurance to their employees.

27 What other alternatives might be available to motivate employers not now
providing or contributing to coverage?

Oregon believes that a well organized subsidy program will improve offer (sponsorship) rates.
According to Garrett, Nichols, Greenman,® “Sponsorship and take-up are correlated, which
implies that underlying worker demand—and willingness to pay—for healthinsurance is a key
part of firmsponsorship decisions” To the extent this is true, an expansion of the FHIAP
subsidy program could have a postive affect on employer offer rates. If employees come to
believe they could afford coverage, with the help of te subsidy, they might begin to ask
employersto offer that coverage.

In addition, some uninsured do not currently value health insurance. If the state follows through

with the recommendations of the HRSA team to educate people about the reasons to become
insured, thistoo will exert pressure on employers to offer.
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Section 3

Healthcare Marketplace: Summary of Findings

3.1 How adequate areexisting insurance products for persons of different income levels
or personswith pre-existing conditions? How do you define adequate?

How adequate are existing insurance productsfor persons of different incomelevels or
persons with pre-existing conditions?

There are several ways for people in Oregon to obtain health insurance products regardiess of
their income or pre-existing condition. Oregon offers the Oregon Health Plan (OHP) designed to
promote access to quality healthcare services. More than 1,000,000 people have gained access to
healthcare during the last decade as a result of the OHP. Each of the OHP products provides a
means for Oregonians to obtain heath insurance in turn providing access to quality hedthcare.
Oregonians can access several products, including:

OHP—Medicaid and Children’s Health Insurance Program
Family Health Insurance Assistance Program

Oregon Medical Insurance Pool
Small Business Purchasing Pool

OHP—M edicaid and Children’s Health I nsurance Program

The OHP Medicaid package is available to anyone who qualifies for Temporary Assistance for
Needy Families, Aid to the Blind, Aid to the Disabled, and Old Age Assistance benefits, as well
as children in foster care and some adopted children. Low-income Oregonians are eligible for
coverage if their income is less than 100% of the Federal Poverty Level (FPL). Pregnant women
and children through the age of 18 may qualify for OHP Medicaid or CHIP if their household
income is less than 170% of the FPL. There is no pre-existing conditions exclusion period as a
prerequisite to coverage. Once OHP dligibility is determined it continues for six months before
renewa is required. Some OHP enrollees are required to pay morthly premiums of $6-$28
based on income and family size. OHP—Medicaid and CHIP cover medical, dental care,
pharmaceuticals, mental health and chemical dependency services.

Family Health Insurance Assistance Program

The Family Health Insurance Assistance Program (FHIAP) has addressed the needs of lower
income employees who have difficulty affording premium costs of healthcare coverage. FHIAP
has a diding scale subsidy set by incomes up to 170% of the FPL. It does not, however, assist
with out-of-pocket costs such as deductible, coinsurance or copays. In addition to subsidizing
some group market plans, there are seven participating individual insurance market carriers for
FHIAP. They were selected through a competitive Request for Proposals process. Key
requirements were participation in other Oregon Health Plan programs and availability of
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comprehensive major medical benefit packages. FHIAP requires six months of uninsurance. The
plans that FHIAP participants choose using the state subsidy may have their own specific
exclusons. Approximately 80% of FHIAP enrollees are subsidized for individua coverage. With
few exceptions, most of these individual plans have a six-month waiting period.

Oregon Medical Insurance Pool

Oregon established the Oregon Medical Insurance Pool (OMIP) in 1989 to provide access to
health insurance for people facing benefit limitations because of pre-existing conditions, or for
those refused insurance coverage by commercial carriers. Since its inception, more than 23,000
people have gotten insurance through OMIP, with 7,305 currently enrolled.* Several insurance
plans are available through OMIP: traditional indemnity (fee-for-service) coverage, a preferred
provider plan, a managed care plan, and a portability plan. Nearly 70% of OMIP participants
have been denied coverage elsewhere, while about 20% would have faced benefit limitations
from commercia insurers. Some insurance companies have tightened up underwriting criteria,
and the OMIP has seen increasing enroliment due in part to these rejections. There are 1,147
OMIP enrollees whom have their premiums subsidized by the state through FHIAP.

Premiums for each OMIP plan cannot exceed 150% of the premiums charged for typical
employer-based group health insurance. As of October 1996 the premium cap changed to 125%
of that charged for atypica “portability” product. All health insurance companies doing business
in the state are required to participate in the high-risk pool in proportion to their share of the
state’'s commercial health insurance market. The plans are assessed six months in advance for
expected losses relative to the premiums paid by program participants, and reassessments are
made at the end of each six-month period based on the actual experience of the high-risk pool.
Although the state administers the pool, the cost of the claims is borne by subscribers and
insurance companies. Besides individual premium contribution, OMIP is funded through an
assessment on insurers, re-insurers and self-insurers, alowing contribution based on every non-
public covered life in the state.

Small Business Purchasing Pool

Oregon created a small business purchasing pool resulting in more affordable coverage for
Oregon’s employers and employees of small businesses. Furthermore, Oregon chose to promote
the availability of health insurance coverage for workersin small businesses through the creation
of smal market insurance reforms which include guaranteed issue and renewa of hedth
insurance, pre-existing condition clause restrictiors, minimum benefit package requirements,
community rating, portability requirements, and extension of small employer reforms to the
individual market.

Each of these components of the Oregon Health Plan have demonstrated adequacy in severa
ways. In addition to hundreds of thousands of Oregonians gaining access to quality healthcare,
the percentage of Oregonians with ether public or private hedth insurance rose from 83% in
1993 to 90% in 1999. Hospital charity care has reduced by 30% and emergency department
usage has dropped by nearly 10%. Waiting lists for alcohol and drug treatment reduced by 85%
from 1994. Furthermore, the OHP members report a high level of satisfaction with services and
access to care. Because of the success of these existing insurance programs, Oregon realizes the
need to offer smilar products to more Oregonians.
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How do you define adequate?

Although a great deal of research has been focused on the uninsured and access to hedlthcare,
there has been less focus on the insured and their adequacy of coverage. The elements of a
benefit package that are considered adequate are often expressed in laws that mandate coverage.
Each state requires certain specified benefits that must be included in insurance policies sold in
that state. Federal mandates also set requirements for those not covered by state laws, such as
sdlf-insured plans. Some states waive their mandates, creating a “bare bones’ insurance policy in
order to make insurance more affordable to the uninsured.”

Adeguate coverage has been defined as:

...a less comprehensive set of benefits, ...[and] the beneficiaries are liable for
designated amounts of out-of-pocket expenditures in the form of deductibles,
copayments, exclusions, limitsof-coverage, and other forms of cost-sharing
outside of premiums. ldeally, the amount of cost-sharing is designed to
discourage inappropriate utilization of services, while not limiting access to their
appropriate use.

—Bashshur, Smith and Stiles, 1993

Generally, benefits coupled with cost-sharing determine the adequacy of health benefit plans.
The range of benefits covered and cost-sharing decisions impact access to and adequacy of
healthcare services from the perspectives of both consumers and healthcare providers. That is to
say that berefits and cost-sharing affect how hedthcare is accessed and how it is provided.
Access is achieved by having needed services available, in an acceptable manner, at an
acceptable cost, and within an acceptable distance and time.

Defining what benefit is “needed” is a matter of debate among some stakeholders. Defining
“adequate” is aso debated and varies for different populations. It is important to note, however,
that not every benefit limitation, in terms of exclusion equates an inadequate insurance product.
A benefit package can be determined adequate if it is deemed to meet the protection needs of the
insured population.? Health insurance covers both predictable and unpredictable events, as well
as needed and unneeded services. Adequate insurance benefit design balances these events and
needs, while still providing access to hedlthcare.

Cost-sharing aspects of a plan contribute to the adequacy of a plan. As heath insurance
premiums rise, Oregon and many employers struggle with cutting or eliminating health benefits,
or shifting more costs to the recipient or employee in order to afford insurance. It is anticipated
that more Oregonians will face increased out-of-pocket costs for medical care, as well as assume
a greater share of the cost of monthly premiums in both the private and public sectors. Whether
cost-sharing is considered too expensive depends on what standard is used for comparison and
the income of the beneficiary. Low wage earners are most senditive to cost-sharing increases.
The overal cost of abenefit plan can be amgor element determining if a beneficiary’ s insurance
coverage is adequate for them and their families.

" Section 1.12 of this report discusses a“minimum benefit.”
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An additional component that is important to consider when exploring the adequacy of a benefit
plan is the implementation of the coverage. If there are significant barriers to access due to the
administrative structure of a plan then beneficiaries may perceive that the coverage is inadequate.

In Oregon, the OHP continues to be the basis of defining adequacy of coverage for the public
insurance market. The OHP Prioritized List of Health Services has functioned as a mechanism
for defining a benefits package as well as arationing instrument. The OHP benefit package gives
high priority to prevention, early treatmert of disease, comfort care for the termindly ill, and
maternity and newborn care. The incluson of Menta Heath and Chemical Dependency
(MH/CD) services into a single integrated benefit package, along with the introduction of a
managed care delivery system, are unique to the OHP Medicaid Demonstration. Parity with
medical services for MH/CD and dental benefits is beyond most current efforts a the nationa
level for Medicaid populations.®> The OHP Prioritized List is used by managed care realth plans
that participate in the Medicaid Demonstration within their benefit plan structure. However, most
health plans have not gone to the same level of parity in their commercia plan packages because
of cost concerns.

Currently, Oregon is looking at the adequacy of “lessrich” benefit packages than its current OHP
plan offers so more Oregonians can gain access to healthcare and the current OHP programs can
be preserved. Oregon asserts that an adequate, but less rich insurance benefit package can:

Limit excessive and inappropriate utilization of the health delivery system;
Keep premiums affordable for consumers;

Contain costs; and

Provide financial savings that can be devoted to insuring more Oregonians.

3.2 What is the variation in benefits among non-group, small group, large group and
self-insured plans?

Individual and small group:

The Small Employer Carrier Advisory Committee (SECAC) was established in 1991 with the
task of designating benefit levels, cost-sharing, exclusion and limitation provisiors for the
guaranteed issue health plan to be offered to smal employers. In 1995, it was renamed the
Hedth Insurance Reform Advisory Committee (HIRAC) and its membership expanded to
include insurance agent, labor and consumer representation. Its tasks included:

Assessing the feasibility of updating basic health plans
Design of alow cost and prevailing benefits health plans for the portability market

Design of a standardized health statement for the individual market and late enrollees;
Development of standardized exclusion periods for specific services

This has evolved into the Smal Employer Heath Insurance (SEHI) market product and
portability standard benefit plans. With the passage of HB 2519, HIRAC is consulting with the
Insurance Pool Governing Board (IPGB), which is developing OHP2' s private side basic benefit
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benchmark plan HIRAC will continue to influence commercial benefit design, especialy for
employers with 50 workers or less, part of the expansion target population.

The IPGB, initially developed in 1987 to help small group and self-employed Oregonians gain
access to hedlth benefit coverage, has been a key player in stabilizing the individual market
through FHIAP and OMIP. They have been asked to determine the basic benchmark plan(s) and
certify plans that will qualify for premium subsidy. Their analysis and the potential of additional
HRSA sponsored research will provide Oregon with more information about the variation in
benefits in the small group market.

Variation in benefitsamong large groups:

Oregon’s large groups have had a variety of benefit packages to offer their employees. With
managed care’'s presence in the state since the 1980's, HMO's have been prevalent with an
emphasis on preventative services and low cost-sharing. As mentioned above, there has been a
shift towards increased cost-sharing with more employers choosing PPOs. Employers soon will
have the options of EPOs with their exclusive provider networks and higher employee out-of-
pocket expenditures.

The Oregon Coadlition o Health Care Purchasers (OCHCP) is in the development phase of
bringing direct care purchasing into the Oregon marketplace, based on a successful model
pioneered in Minnesota, the Buyers Health Care Action Group (BHCAG). Employers will be
directly contracting with provider systems, selecting based on cost and quality. Each provider
care system will have a common set of benefits, usng a PPO design with varying levels of
deductibles and copays. Employers would subsidize healthcare costs by making a defined
contribution for their employees. Employees may make a purchasing decision for higher cost
aternatives, although in BHCAG' s experience, the care systems with highest quality scores are
congstently found in the mid-range and lowest cost tiers. OCHCP has aganized an advisory
board of purchasers and providers that will focus on issues such as quality plan design and
sarvice.

Another verson of direct purchasing emerging in the group market is Myheathbank, based in
Portland, which has been signing Oregon enployers, mostly mid-sized firms. The employees
purchase coverage using funds in their designated accounts, in essence directing their own
benefits structure. Employees would receive a set amount of money and would select a health
plan of their own, spending as little or as much as they choose based on their hedlth, risk level
and dependents’ needs. Working in partnership with Regence BlueCross BlueShield of Oregon,
Myhealthbank will introduce a flexible spending account (FSA) system. The FSA alows
workers to “bank” and carry forward unused health benefit dollars. Leftover money could be
invested in a medical savings account against future healthcare expenses, spent on purchasing
stock options or taken home in the paycheck. Myhealthbank will move into six other markets
outside Oregon in 2001. Some companies have been able to increase choice and even add dental
coverage.* There may be concern if the employer contribution does not cover the higher costs of
insurance adequately in the individua market. By moving to a fixed dollar contribution, the
employer may cover the full premium of alower priced plan, but have employees pay more for a
higher priced plan. In this case, more lowwage workers would be likely to take up insurance.
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However, this lower-priced plan may have more restrictions, reduced benefits or higher
deductibles.

Individuals leaving group coverage may opt for portability coverage whether or not they have
exercised their rights under federal or state programs. Oregon is one of only 13 states that
adopted portability plans, with a more favorable requirement of only 6 months of previous
coverage than the federal requirement of 18 months.

Self-insured:

As interpreted by the courts, the Employee Retirement Income and Security Act (ERISA) of
1974, precludes sdf-insured plans from date regulation including reserve requirements,
mandated benefits, premium taxes, and consumer protection regulations. A Minnesota study
found that benefit packages offered through self-funded plans are quite similar to fully-insured
plans, despite not being bound by state mandates.® Yet some small businesses turn to self-
insurance for some cost savings to avoid some of the costs associated with process mandates.

How OHP benefits compare to commercial plans:

As the Hedlth Service Commission (HSC) considers how to balance benefit priorities with cost-
sharing in a new OHP benefit package, the HRSA Team was asked to compare the current
Prioritized List to commercia plans available in Oregon. This comparison was done in terms of
benefit inclusions, exclusions and limitations.” Cost-sharing impact was not considered in this
comparison. The conclusions were:

Commercia plans rely on exclusions, limitations of benefits and cost-sharing to
define benefits, while the OHP Prioritized List relies on explicit ranking of services.
Even though the approaches differ, the practical impact may actually be quite smilar.

OHP is most similar to commercial HMO or PPO benefit policies, due to their mutual
emphasis on prevention.

OHP includes dental and vision, while most commercia products sell these services
under separate policies.

The commercia plans have significantly more limitations on specific benefit services
than OHP, while OHP excludes by diagnosis and service.

However:

I Thirty percent (30%) of the cost of condition/treatment pairs below the funding
linein OHP is similar to commercia exclusions.

[ Thirty percent (30%) of the cost of condition/treatment pairs below the linein
OHP is defined as futile care that could correspond to the commercial language
of “not medicaly necessary.”

" See“Crosswalk Between OHP and Commercial Insurance” at www.ohppr.org/hrsa/index_hrsa.htm under Briefing
Papers.
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I Sixteen percent (16%) of the costs of condition/treatment pairs below the line
in OHP are sdf-limiting conditions, which are covered for diagnosis by both
OHP and commercial. OHP denies further services, while these conditions
don’t incur further significant commercial service or expense.

I Only 23% of the costs of the OHP exclusions don't easily correspond to
commercia exclusion language.

While there are notable benefit similarities between OHP and commercia plans, the
various cost-sharing aspects of the commercia plans are dramatically different from
the minimum premium contributions of some OHP enrollees.

Actuarial comparison of benefit plans:

Oregon worked with the actuarial firm of William M. Mercer, Inc. to further develop benefit
models that build upon the benefit vaues and cost-sharing options. Starting with the federa
Medicaid mandated benefits outlined in the Socia Security Act and the current OHP benefit
package, multiple plans were compared to these standards. The database included the current
OHP “new €ligibles,” adults without disabilities up to 100% of the FPL. This portion of the
current OHP population might be best suited for a more basic plan while people with disabilities,
children, pregnant women, and people getting cash assistance would retain the current OHP
package. It was an approximation of an expansion population of the low-income uninsured above
100% of the FPL.

The actuary modeled the actuarial equivalence of the various plans for comparison.” A variety of
plans were analyzed in comparison to the current OHP package, including large employers such
as Oregon’s Public Employees Benefit Board, small employer plans such as those offered by the
Association of Oregon Industries (AQI), and public-sponsored plans such as the most common
selected plan on FHIAP and OMIP. Medicare was significantly less rich in benefits, while most
of the other plans were about 20% less rich than the OHP (see Figure 3.A).

Figure3.A: Actuarial Comparison of Various Plansto Current OHP
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" A summary of the actuarial comparisons completed by Mercer aswell as asummary of Mercer’s assumptions,
costs and utilization data is avail able at www.ohppr.org/hrsa/index_hrsa.htm
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The Hedth Services Commissioners also asked for modeling of various cost-sharing options,
including co-insurance, out-of-pocket maximums, and deductibles. They compared different
plans to their comparative actuarial value with OHP, which has very little cost-sharing. A
multitude of scenarios were used to see how the different cost-sharing elements affected the
overal actuarial value. An example of the processis shown in Figure 3.B.

HB 2519" outlines the approach the Health Services Commission will pursue in defining the new
“OHP Standard.” As HB 2519 is implemented, Oregon’s aim is that the new benefit package be
about 20% less rich than the current OHP package, which will make the new OHP Standard
comparable to the mgjority of private health insurance plans offered in the state. This similarity
isimportant since Oregon plans to use employer-sponsored insurance as part of its expansion and

the similarity would help prevent crowd out, alowing most plans to match a benchmark basic
benefit package.

The HSC will continue work on prioritizing the benefit categories based on community values,
building up from the federal Medicaid mandates benefits, using the completed actuarial data and
the public input from the recent community and stakeholder meetings.” By reducing benefits
from the current OHP for this population of the “new €ligibles” Oregon will be able to extend
coverage to additional Oregonians who otherwise would have no benefits coverage at all

" A copy of HB 2519 can be found at www.|eg.state.or .us/01r eg/measures/hb2500.dir/hb2519.en.html .
" See Public Meeting Summary at www.ohppr.org/hrsa/index_hrsa.htm
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Figure 3.B: Actuarial Impact of Benefit Decisions

Plan Assumptions Current OHP Berefit
- Only includes new Pa-"kage
OHP €ligibles plus 1
expansion adults age - .
19-64. Add Hospital Add Hospital
- All children, pregnant Coinsurance: 10% = ) = Copays: ~$150 per day
women, persons with equivalent
disabilities, and the i
elderly will be on OHP Impact
Plus. 97.1%
- Nodeductibles.
- No copay on .
officelpreventive Add Addltl_onal
services. Cost-Sharing
- Lab/imaging studies: 10% coinsur.
— - Ambulance: $25 copay -
- Non-emergency transportation: $5 copay
- Emergency room: $25 copay
- Durable medical equipment: 10% coinsur.
95.5%
Add Rx Cost-Share Add Rx Cost-Share
(at 50% up to $100 maximum per Rx) + (at 50% up to $100 maximum per Rx)
Counts toward OOP maximum Does not count toward OOP maximum
- . >
0 Out of Pocket Maximum 0
94.0% 86.2%
: (OO0P)
, (stop loss): $1,500 Y
Remove Remove
Vision Care 97.7%* Vision Care
93.0% 85.2%
Full Dental Preventive No Dental Full Dental Preventive No Dental
with Cost Dental with Cost Dental
Share** Share* *
89.9% 85.8% 83.7% 81.8% 77.7% 75.6%

* Limiting OOP decreasesimpact of previous cost-sharing
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3.3 How prevalent are sdlf-insured firmsin your State? What impact does that have in
the State’' s marketplace?

Prevalence of self-insured firmsin Oregon:

Oregon does not have specific data on source of funding for Oregon employer-based health
plans. Discussions with the staff of the Department of Consumer and Business Services suggests
that Oregon does not differ from the country as a whole in regards to the incidence of self
insurance among employers.

Reports published in 2000 from the Employee Benefits Research Institute and the Kaiser Family
Foundation/Health Research and Educational Trust paint a smilar picture of self-insurance.
More than 60% of large employers (>500 employees) are self-insured, while fewer than 5% of
small employers (<50 employees) are self-insured.’,” This trend results in almost 50% of
employees insured via self-insured approaches. Two-thirds or more of employees insured via
indemnity plans or PPOs are self-insured. Self-insurance involving HMO arrangements are less
than 20%, relatively rare.

Oregon has a higher percentage of small businesses and HMO penetration than the rest of the
nation. However both trends have decreased in the last two years. Self-insurance will likely
occur more frequently as companies seek to respond to large premium increases and HMOs
become less popular. One of Oregon's largest HMOs, Providence Hedth Plan is making a
transition from an HMO to a PPO. Some of the large employers they serve will likely move
employees to a self-funded option. The Health Care Purchaser Codlition is helping to introduce
the direct purchasing option to the Oregon market smilar to the Buyers Hedth Care Action
Group (BHCAG) model in Minnesota. This option also works best with self-funded employers.

Sdlf-insurance is also a relative term. Almost all self-insured companies acquire reinsurance for
all or some of their health benefit plans. Frequently HMOs insure a portion of employees of self-
insured firms. Insurers also provide "alternative funding arrangements' for some large employers
that alow for some features of salf-insurance. Surveys regarding these issues are inconsistent in
their treatment of exceptions causing significant uncertainty about the actual extent of self-
insurance.

Impact of self-insured firmsin Oregon on the state’s marketplace:

It is believed that most self-insured plans have relatively comprehensive benefits and high
employer contribution rates, particularly among high tech employers and school districts. Some
sdf-insured employers, cities and counties for example, employ significant numbers of low-
income employees and may be experiencing a decline in contribution rates due to increasing
costs and declining budgets. The HRSA Team is currently collecting data, hoping to have more
complete information in Fall 2001.

Regarding the OHP2 expansion, Oregon is developing a system of group coverage benchmarks

to use in determining which employer-sponsored insurance benefit plans qualify for subsidy. The
benchmarks will likely include two conponents:
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A pass/no-pass component testing the inclusion of the “core benefits’ that must be
covered, and

Limits on cost-sharing, maximum out-of- pocket expenses, stop loss, and deductibles.
These standards will be determined using analysis of the current market place.

While sdf-insured plans are not required to follow state mandated benefits, the impressionfrom
interviews with insurers is that in most cases they do so. Potentially many self-insured employers
have low-income workers who cannot afford larger premiums or other cost-sharing contributions
often required for richer benefit plans.

3.4 What impact does your state have as a purchaser of health care (eg., for Medicaid,
SCHIP and State employees)?

The Public Employees Benefits Board (PEBB) purchases hedlth benefits for employees of the
State of Oregon. PEBB was created in 1999, joining the State Employees Benefits Board (SEBB)
and the Bargaining Unit Benefit Board (BUBB). SEBB had purchased benefits for non
represented workers while BUBB had purchased for represented workers. PEBB was created to
improve the buying power and sophigtication of the state. Oregon’s Department of
Administrative Services administers PEBB, which is composed of three labor representatives,
four state representatives and one representative who represents employees who are eligible for
labor representation but are not otherwise represented. The administrator of the Office for
Oregon Health Policy and Research is one of the state representatives.

The Department of Human Services through the Office of Medical Assistance Programs
(OMAP)" purchases health benefits for SCHIP and Medicaid. Contracts are negotiated with OHP
carriers based on rates set by an independent actuary. Fee for service rates are set by the state.
Purchase of various services, especially prescription drugs, is regulated by federal and state
statute. The Department of Human Services is responsible for all operationa elements of the
Medicaid plan while the Office for Oregon Health Policy and Research has oversight and policy
roles for the Oregon Health Plan.

The Oregon Medica Insurance Pool (OMIP), the Family Health Insurance Assistance Program
(FHIAP) and the Insurance Pool Governing Board (IPGB) are al administratively staffed by the
same agency, with OMIP also a part of the Department of Consumer and Business Services.
Administrative services related to these programs are either done in-house or contracted by bid.
Health care services are provided through private carriers after an application or bidding process.

PEBB is Oregon’s largest purchaser of health benefits. PEBB has been able to negotiate
comprehensive health benefit plans for state employees that provide coverage with modest cost-
sharing ($1,000 out of pocket). The state has subsidized HMO coverage in the past. The current
Oregon market has caused significant changes in the most recent RFP/contract cycle. Premiums

" The 2001 Oregon L egislature authorized reorganization of the Department of Human Services (DHS). The new
DHS Cluster includes these former separate agencies: Oregon Health Division, Office for Medical Assistance
Programs, Alcohol and Drug Abuse Programs, and the mental health functions of Mental Health and Developmental
Disability Services Division. Thisreport will refer to agencies as they were prior to the reorganization. Additional
information about the DHS reorganization can be found at www.hr .state.or .us/dhrinfo/futur e/org-proposed.html .
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for PEBB will increase more than 20% in 2002, over $60 million. Only two plans will be
available to most employees—Kaiser and a statewide PPO offered by Regence BlueCross
BlueShield of Oregon. A mgor HMO providing PEBB coverage recently announced its
departure from the HMO market. Maintaining current HMO carriers would have required a 50—
60% premium increase. While some of this increase is due to rate guarantees negotiated by
PEBB in previous years it is clear that even the state's largest purchaser is vulnerable to the
current market turbulence.

Medicaid is a magor purchaser of hedlth care services in the date, particularly for those
communities and providers who serve the Medicaid population. Many rural counties receive
40% of their provider revenue from Medicaid. Medicaid is the largest purchaser of prescription
drugs in the state. Strategies that would have Medicaid jointly purchase with other state agencies
have been considered, but are limited by statute and by potential complexity.

Health care services purchased by the Department of Consumer and Business Services are small
in comparison to PEBB and Medicaid. FHIAP and OMIP are directed to provide a private
insurance option to their participants and are therefore purchased based on private rates. There is
no arrangement between PEBB, the Department of Human Services, or the Department of

Consumer and Business Services in regards to joint purchase of any health care services.

Many other state agencies also purchase health services, such as the Department of Corrections,
the Oregon Hedth Divison, and the Oregon Universty System. The Department of
Administrative Service assists in joint purchasing for these smaller agencies when possible, such
as for prescription drugs. The services purchased by these agencies are very unique and do not
yet represent a significant opportunity for linkage with the major state purchasers.

3.5 What impact would current market trends and the current regulatory environment
have on various models for universal coverage? What changes would need to be
madein current regulations?

Current market trends in Oregon show a contraction rather than an expansion of employer-
sponsored insurance, especially for smaller firms and firms with a preponderance of low-wage
employees. These trends include the following:

Benefits are becoming less comprehensive, with dental and vision coverage and other
“rider” benefits seen less frequently.

Codt sharing is increasing, with a higher incidence of deductibles.

Employer contributions to dependent coverage are decreasing.

Fewer employers are offering dependent coverage.

This set of market trends will impact public and private programs in the OHP2 expansion in
different ways. Regarding proposed subsidies for employer-sponsored insurance (ESI), there are
two significant implications:

The proposed ESI subsidy strategy will likely find strong demand where dependent
coverage is still offered.
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The incidence of offering ESl for dependents, and the amount contributed toward
premium cost by the employer, are dwindling over time. This argues for
implementing the ESI program as soon as possible, and for publicizing the coming of
the program well in advance of implementation.

The success of FHIAP and the prospect that funding may become available for many of the
almost 20,000 Oregonians on FHIAP s waiting list may help to dow erosion of the offering of
ESl to dependents of low-wage employees, and the amount contributed toward such coverage by
employers.

Regarding the public expansion through “individual coverage” for non-categorical adults, OHP
Standard, there are also two significant implications:

Many dependents currently covered through ESI will become uninsured as employers
stop offering dependent coverage. Dependent coverage could remain available but
become unaffordable because of reduced employer contributions, increased total
premium cost, or both.

Reduction in the availability and affordability of ESI for dependents may cause some
families currently on Medicad to reman on Medicaid rather than risk being
uninsured as the parents join the workforce.

The current regulatory environment in Oregon is not remarkable. Individual insurance is widely
available, although underwriting is permitted. Oregon has not moved to a modified community
rate, as several other states have in recent years. There is not guaranteed issue in the individua
market, but there is recourse. Those who are denied individua insurance due to pre-existing
conditions have the Oregon Medicd Insurance Pool (OMIP) available to them, a high-risk
insurance pool funded through premiums and a pro rata assessment on hedth insurers and
reinsurers doing business in the state. The small group market is regulated as to rate variance,
and there is guaranteed issue. There are benefit mandates to the group market (notably, mental
hedlth parity) and the individual market (notably, maternity care for all insured).

3.6 How would universal coverage affect the financial status of health plans and
providers?

The Oregon marketplace for health plans and providers has been a turbulent one over the last
decade” A unique approach to Medicaid delivery has evolved in Oregon as a result of this
turbulence—community-oriented, provider-dominated Medicaid-only HMOs that increasingly
provide sole delivery systems for the Oregon Hedth Plan. The Access Subcommittee of the
Oregon Health Council reported on these plans in the spring of 2000." These community plans
have continued to evolve.

The Oregon marketplace has been significantly affected by three strategies oriented to universa
coverage: the origina Oregon Hedth plan, the proposed Clinton Plan and resultant market

" For more information, see The Oregon Health Plan and Oregon’s Health Care Market Place at www.ohppr.org.
" See “Recommendation on the Expansion of Access,” Access Subcommittee of Oregon Health Council, October,
1996 at www.ohppr .state.or.us/health/index_health.htm
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reaction, and the reforms of the Oregon Health Plan over the last two years. While each strategy
had ambitions for universal coverage, the net effects have been marked by incremental
achievements and failures, often of significant proportions.

Major impacts on public markets by OHP included:

Trangtion of Medicaid enrollees to managed care plans
Substantial entry by private HMOs into the Medicaid market
Innovative organization of Medicaid-only HMOs

By the late 1990s, amost 90% of Medicaid enrollees were in managed care plans. More than
two-thirds of Medicaid enrollees were in private HMOs and the other third were in innovative
Medicaid-only HMOs Substantial improvements were documented in access, satisfaction and
disease prevention benchmarks. By the mid-1990s profitability had increased across all provider
sectors and most health plans. Cost shift decreased by 40-50%, enabling carriers to reduce and
stabilize commercia premiums.

Major impacts on private markets occurred in the same time frame. Legidation creating a high-
risk pool funded in part by insurer assessment, Oregon Medical Insurance Pool (OMIP)
stabilized the individua insurance market leading to more predictable coverage and premiums.
Legidation creating a small group basic benefit package and information about small group
options aso increased availability and predictability of premiums. The prospect of an employer
mandate encouraged employers to take advantage of a limited tax credit program. Government
focused on basic benefit approaches rather than mandates, reducing the rea and perceived
impact of mandates on the private market. Employers enjoyed the lowest premium increases in
recent history. Commercia insurers enjoyed the most profitable yearsin their history.

This phase ended when it became clear that the employer mandate would not be implemented.
Elimination of the employer mandate not only ended the major private portion of the Oregon
Health Plan, but it made explicit that the Oregon Health Plan would be an incremental strategy
rather than a comprehensive approach to universal coverage.

Oregon prepared for the Clinton Health Plan like many other states. Given the significant
penetration of HMOs in commercial, Medicare, and now Medicaid markets, Oregon seemed to
be an ideal market for the Clinton approaches. The Clinton Plan, and the reaction to it, further
empowered the evolving managed care movement in the state. Oregon was an example of the
ability of the "market,"” whether public or private, to affect reform with government participation
rather than interference.

Oregon moved forward with initiatives in the late 1990s consistent with a market approach. The
Family Hedlth Insurance Assistance (FHIAP) program was created using state-only funds to
subsidize low-income Oregonians for individual and employer-based insurance. Oregon actually
eliminated some small group initiatives in the late 1990s because of the success of the small
group market, notably the certified small group plans offered by the Insurance Pool Governing
Board (IPGB).
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Market reform, however, by definition creates winners and losers. Profit margins narrowed for
both health plans and providers, competition increased, and given the profits of the mid-1990s,
expectations increased. The late 1990s were marked by painful market adjustments. Large
physician groups failed, particularly those pursuing physician practice management strategies.
Many specialty physicians not sufficiently oriented to managed care left the market. Large
hospital systems with dominant market shares used their clout in contracting to minimize, if not
eliminate risk, while insisting on rate increases double the medical Consumer Price Index (CPI).
Surviving physicians organized into Independent Practice Associations to incresse their
negotiating clout.

Medicare HMO rate increases failed to keep up with provider expectations. Hedlth plans were
tossed about within the turbulence of market reform and patient protection. Eventualy health
plans and providers returned to cost shifting and selection strategies to survive. Commercial
HMOs began to withdraw from Medicaid markets, reduce Medicare enrollments and pass aong
provider increases to their mmmercial customers. Hospitals returned to cost shifting to meet
thelr increased profit expectations. Physicians began to overtly select better paying and less sick
populations in order to survive and compete. Some Oregon markets experienced greater than
50% turnover within their primary care infrastructure, leading to uncertainty and instability. This
tumult demonstrated to policymakers that market reform would aso be incremental and would
require timely intervention and guidance in order to be sustained.

By the late 1990s, it was clear that a third set of strategies would be required for Oregon to
weather these earlier efforts. Communities reacted by organizing community-oriented, provider-
dominated delivery systems to care for Medicaid patients. In these communities:

Participation by physicians and hospitals was almost universal
Selection was minimized

Communities were stabilized by improved information and the assurance that all
resources for the community were staying in the community

These delivery systems provided a base to reform the public side of the Oregon Health Plan.
Many of the surviving organizations were more innovative in their original design and included
safety nets and other diverse providers. The safety net itself is becoming more organized.”
Commercil HMOs have stabilized their Medicare and commercial plans for the moment,
although with significant rate increases. Proposed OHP reforms will further stabilize the public
marketplace, placing more emphasis on public/private partnerships for low-income workers. The
nature and success of further public/private collaboration will be key to the success of
incremental strategies to increase coverage.

Oregon has accepted incremental steps toward universal access emphasizing the importance of
both public and private coverage. The state has learned the complexity of the hedth plan and
provider marketplace needs careful and constant consideration. In retrospect, strategies that
purport to achieve universal coverage can result in challenges as the political and business
environment change, elements of those strategies fail leaving an incomplete approach.

" See“Role of the Health Care Safety Net” at www.ohppr.org/hrsa/index_hrsa.htm, under Briefing Papers.
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Incremental strategies on the other hand, while easier to implement, have consequences far
beyond what even the most knowledgeable strategist might anticipate.

3.7  How did the planning process take safety net providersinto account?

A specific project goal for Oregon's HRSA State Planning Grant was devoted to improving the
capacity and capability of Oregon’'s safety net clinics to provide care to uninsured Oregonians,
including Hispanics and other immigrants, as well as homeless. It was hypothesized that linking
safety net providers to improved data systems and information sharing would result in a safety
net system that increases continuity of care.

In order to learn more about the safety net® the HRSA Team participated in several efforts,
including:

Oregon’s Committee on Health Care Safety Net Support, consisting of more than 100
safety net providers, advocates and government officials. Committee members
identified the accomplishments and needs of Oregon's safety net and prepared a
unified voice for the Oregon 2001 legidative assembly.

Tri-County Communities in Charge Project, whose goa is to implement a
collaborative process designed to establish and implement a new system for
delivering and financing high quality, affordable, culturally competent health care for
medically uninsured and underserved populations of Multhomah, Washington and
Clackamas Counties.”

Participation in a Federal Financial Participation (FFP) work group, sponsored by
Multnomah County, to review the financing behind hedlth and socia service
programs in Oregon. The group identified four areas to capitaize on FFP
opporguniti&s and Multnomah County Commissioner approved the plan in August
2001.

These areas include:

—\

Administrative cost claiming

Expanding the types of services reimbursed by Medicaid

Altering provider status

I Alignment of reimbursement systems with integrated service delivery

— -

Representatives from safety net clinics and advocacy groups provided input and feedback on a
variety of ideas to support Oregon’s safety net. The HRSA Team met with the Oregon Primary
Care Association, Oregon Office of Rural Health, and Oregon Community Health Information
Network to consider how the State could best support and compliment its current and future
efforts. In addition, the HRSA Team gathered representatives from the safety net and advocacy
communities along with government officials to explore CHIP Too and how to compensate
safety net providers for services provided to those digible for the OHP but not yet officialy
enrolled.

" Please seewww.orpca.org for more information.
" Please see www.co.multnomah.or.usfor more information.
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In addition, the HRSA Team, in partnership with the Health Services Commission and the
Oregon Health Council, conducted 43 stakeholders meetings regarding benefit changes for
insurance coverage expansion of the OHP (OHP2). Safety net providers, ethnic and culturaly
specific groups, and advocacy organizations were asked to provide their expertise and insights on
health care benefits and cost-sharing trade-offs resulting from HB 2519.

3.8  How would utilization change with univer sal coverage?

Oregon’s two proposals for expansion, the OHP2 insurance coverage model and the CHIP Too
“access’ model are the next steps in Oregon’s incremental approach.” Based on experience
gained through implementation of the Oregon Health Plan Medicaid Demonstration in 1994 and
examining the current health care market in Oregon, the following changes in utilization are
expected:

Primary care utilization should increase, as more adults and children are covered for
preventive and primary care, including screenings and diagnostic tests. The benefit
design for OHP Standard in the OHP2 model calls for little or no cost-sharing for
preventive or primary care, as does the current OHP package, which will continue for
the more vulnerable populations. In the private market, there has been some decline
in HMO plans with minima cost-sharing for primary and preventive services, so the
expansion through private plans may show less of an increase in these two areas of
service, depending upon the standards set in the basic benefit benchmark plan(s) by
IPGB.

Emergency room (ER) utilization should decrease, especially ER utilization that does
not result in a hospital admission. This is expected because thousands of Oregonians
who were previoudly uninsured will have access to physician office and clinic settings
for non-emergent care. However, the origind OHP “new eligibles’ enrollees, who
will now be on OHP Standard, will need to be monitored for a change in ER
utilization. With increased cost-sharing, compared with their current OHP plan, it is
critical to determine if increased cost-sharing becomes a barrier to seeking earlier and
less-emergent care in out- patient settings.

Hospital care for preventable conditions should decrease Higher preventive and
primary care utilization should result in diagnosis earlier in the disease process, which
in turn should increase patient responsiveness to outpatient treatment before inpatient
care is needed. Again, it isimportant to assess if the changes in cost-sharing for OHP
Standard have an impact on hospital care for some current enrollees.

Soecialty physician care in outpatient settings should increase and inpatient care
should decrease as a result of earlier diagnosis. More of the currently uninsured will
now have access to specialty services that are currently unaffordable or not available
through all safety net clinics.

" See Public Meeting Summary at www.ohppr.org/hrsa/index_hrsa.htnt under HSC/HRSA Public Outreach.
" The two approaches, OHP2 and Chip Too, are outlined in Section 4 of this report.
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Dental preventive care should increase as more adults and children have access to
affordable care. This was seen with implementation of the origind OHP
Demonstration.

Outpatient mental health care should increase. Individual OHP Standard coverage
through Oregon Medicd Assistance Programs (OMAP) will include mental health
parity. Subsidized employer-sponsored coverage through FHIAP will include the
mandated level of mental health outpatient care (10 visits per patient per year),
although insurance carriers may offer higher levels of benefits, if they choose to.

Inpatient mental health care may decrease. Although those with disabling mental
illness will be covered through the current OHP package, OHP Plus (which includes
mental health parity and comprehensive mental health benefits), some patients with
chronic mental health conditions that are not disabling may be covered under a less
rich benefit package through subsidy of employer-sponsored insurance through
FHIAP.

With the CHIP Too “access’ model, changes in utilization are also anticipated but the most
notable impact of implementing CHIP Too is the effect it will have on the OHP2 insurance
coverage modd. More children and eventually more adults will have access to preventive and
primary care services through the Safety Net prior to entering OHP2. This should lead to a
healthier population entering OHP2, lowering the need for some health care services. This could
improve the risk-related severity of disease in the OHP population.

3.9 Didyou consider the experience of other State’' swith regard to:
Expansion of public coverage?
Public/private partnership?

I ncentives for employersto offer coverage?
Regulation of the marketplace?

Expansion of public coverage:

Oregon’s HRSA Team examined severa states approaches to public coverage. As part of the
work with the Hedlth Services Commission and developing the benefit structure, the Team
researched the other states that had expanded their public coverage by defining a basic benefit
plan. While we looked at many states, there was extensive review of the following:

Massachusetts Basic MassHealth

Washington State’ s Basic Health Plan

New York’s Family Health Plus and “Healthy New Y ork”

Minnesota s MinnesotaCare

Wisconsin's BadgerCare

With al five, the Team looked at the benefit package design, cost-sharing features and
implementation approaches. Some of the outcomes of these expansion programs, such as the
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utilization studies of Washington's Basic Health plan and current concerns facing the
Massachusetts and Minnesota systems as health care costs are risng were also explored.

Public/private partnership:

Besides looking back at Oregon’s previous attempts at bringing the public and private insurance
worlds together, the HRSA Team researched more recent attempts of the following states:

New York’s“Healthy New York” progam

Massachusetts MassHedth Family Assistance premium assistance and “buy-in”
program

Wisconsin's BadgerCare partnering with private insurance

Tennessee's new reform proposal developed by the Commission on the Future of
TennCare

Rhode Idand’s Rite Care and Rlte Share Programs

The HRSA Team looked at the benefit package design, cost-sharing features and implementation
approaches. Some of these are very recent, so less outcome information is available. The new
reforms for TennCare resemble Oregon’s proposed insurance coverage approach, and the HRSA
Team will monitor its progress through Spring 2002.

Despite the success of the Oregon Health Plan and passage of HB2519, access to hedlth care
remains an issue for the approximately 380,000 Oregonians who will remain uninsured.
Communities across the country have been examining the ways that they provide care for the
uninsured, and other vulnerable populations. The HRSA Team looked at several community-
based initiatives in order to consider the best practices of caring for Oregonians who are at risk
of “falling through the cracks.” *°,**,*2
Suburban Primary Care Health Council in Westchester, Illinois and their Access to
Care® program, a successful example of caring for the uninsured within a community
with a broad participation by providers and serving over 50,000 individuals since first
dtarted in 1988."

Alameda County, California convened the Access to Care Collaborative to oversee
the Robert Wood Johnson Foundationfunded Communities in Charge project, The
W.K. Kelogg Foundationfunded Community Voices project, and generaly to
increase health care coverage and access to high quality care in the county. As part of
these efforts, the Alameda Alliance for Health, the local, not-for-profit HMO,
alocated $14.87 million of their reserve funds to offer Family Care, a subsidized
coverage product for uninsured residents up to 300% of the FPL, including
undocumented immigrants.

Hillsborough County, Florida and their Hillsborough County HealthCare Plan that
offers comprehensive managed care with five different benefit packages to the
uninsured at or below 100% of the FPL. By contracting with providers in the

" Please seewww.sphcc.org for more information.
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community, enrollees are “mainstreamed” and given access to the same providers as
others with conventional insurance coverage.

Muskegon, Michigan and their small business buy-in model, Access Hedth. This
hedlth coverage benefit program is available to individuals through their employer.
The program is financed through a three-way shared buy-in in which employers,
employees and the community each cover a portion of the cost. The employer and
employee each pay 30% of the cost with the remaining 40% covered by the
community. The community match portion of Access Health B a combination of
federal, state and loca funds. The program is structured so that every $1 of public
money is leveraged by $2 of private money. "

These are just a few of the successful examples of community-driven approaches to expand
coverage to the uninsured. The HRSA Team analyzed unique public and private partnerships that
have allowed access to primary care, and in some cases ancillary pharmacy, dental, |aboratory,
and radiology services. These cooperative efforts have alowed enrollees to access hospital care
and other secondary and tertiary providers in some of these communities. Public/private
partnerships frequently integrate the best of managed care principles into a community-based
model in order to deliver qudity hedlth care to the uninsured.

I ncentives for employersto offer:

Attending the State Coverage Initiatives Program on Small Group and Individua Hedlth
Insurance Markets in Seattle, April 2001 allowed Oregon to learn first-hand from several western
states about attempts to assist the small and individual health care market and their experience.
Participants included California, Colorado, ldaho, Minnesota, North Dakota, Texas and
Washington.

Oregon aso looked in more detail at severa other states and specific programs:

New York's “Corridor Stop Loss’ subsidy program in the “Healthy NY” program,
using re-insurance subsidy.

Washington State’'s attempts at getting the Basic Hedlth Plan into the employer-
sponsored market, and the impact of the eroson of the individua market in
Washington.

Colorado’s employer buy-in feasibility study which suggested using CHIP dollars and
enrolling kids in ESI would not be cost effective. They found it might be effective if
parents are included viaa Medicaid expansion.

Massachusetts employee-subsidy and their employer-subsidy programs. Oregon
examined ther thinking on crowd-out, stabilizing the smal group market, and
combining Title XIX and Title XXI funds.

Wisconsin's HIPP program, especialy concerned with their low enrollment.

" Please seewww.hillsbor oughcounty.org for more information.
" Please seewww.mchp.org for more information.
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Rhode Idand’s Rite Share (Premium Assistance) program’'s design of enhanced
benefits compared to the commercia market and crowd-out.

Regulation of the marketplace:

Oregon's HRSA Team looked at a variety of states in terms of mandated benefits and regulations
impacting the marketplace:

Minnesota had done an extensive review of state-mandated benefits and their impact
on benefit design, especially among self-insured firms. This review was quite
valuable and would be a useful research project to further analyze our Oregon
marketplace.

Rhode Idand has been attempting to control crowd out by stabilizing the cost of
employer-sponsored insurance for small business and assisting low-wage workers to
obtain and/or maintain employer-sponsored health insurance. These are critical issues
as Oregon looks to implement HB2519.

Colorado’s Small Groups and Rura Access Task Force was studied to see how the
state is developing strategies to improve the viability of the small group market in the
areas of the state where erosion of companies has occured, as has occurred in
Oregon.

Beyond individual states efforts, the HRSA Team also looked at several groups efforts at
universal coverage. Several members of the Grant Team attended the “ Strange Bedfellows’
initiative presentation in Seattle, which incorporated a collaborative effort by severa distinctly
different groups. The HRSA Team aso extensvely reviewed the recent proposa by the
American Academy of Family Practice for Universal Healthcare Coverage. It was examined in
terms of its unique approach to defining basic benefits, as well as its overall financing structure
that would merge multiple funding streams, public and private together.

" See“AAFP Draft Proposal: Comments from the Oregon HRSA Team” at www.ohppr.org/hrsa/index_hrsa.htm
under HRSA Initiated Documents.
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Section4

Options for Expanding Coverage

4.1  What coverage expansion options wer e selected by the state (e.g. family coverage
through CHIP, 1115 Medicaid waivers, 1931 Medicaid, ESI, tax creditsfor
employersor individuals, etc)?

Oregon has decided to pursue coverage expansion options using two waiver approaches. The
first waiver approach, an insurance coverage mode, is referred to as OHP2, while the second, an
access modd, is referred to as CHIP Too.” The sdlected coverage options include:

Family choice of coverage, through a combined CHIP/Medicaid 1115 waiver;

Expansion of employer-sponsored insurance (ESI) through the Family Health
Insurance Assistance Program (FHIAP), currently funded only with state funds;

Implementation of a new Medicaid benefits package for adults from 100-185% of the
Federal Poverty Level (FPL);

Direct payment to safety net providers for care received by children presumably
eligible for CHIP but for whom the application process has not been completed,
hereafter referred to as smplified eligibility.

In the future Oregon may test the feasibility of tax credits for employees or refundable tax credits
for individuals. Tax credits for employers were a part of the Small Employer Health Insurance
program implemented in Oregon in 1989. Tax credits, declining over time, were offered to small
employers who had not offered health insurance to employees for at least one year. The program
enrolled thousands of small business employers, but evaluation of the program indicated that its
success was due more to effective marketing than to the tax credits offered.

The 2001 Oregon Legidature passed House Bill 2519, authorizing Oregon to pursue OHP2,
which, if approved, will alow coverage for more than 50,000 additional Oregonians. A mgor
policy objective of OHP2 will be to test various mechanisms for permitting families to select the
appropriate combination of health coverage programs from among available options, including
both private and publicly sponsored insurance in many cases. As long as al available coverage
programs quaify for federal financia participation and subsidies are appropriate to family
income in all available coverage programs, the fiscal impact of the coverage choices made by
participating families will be buffered for both government and the families themselves.

The implications of differences among available coverage programs in benefits and cost sharing
will be substantia for many families. This means that effective choice counseling will be
required to assure informed choice, and opportunities to opt into and out of the various options

" In subsequent subsections there will separate responses for OHP2 and CHIP Too as appropriate.
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must be carefully designed to mitigate inadequate access on the one hand and adverse selection
on the other.

OHP2 would create two different benefit packages, OHP Plus and OHP Standard. OHP Plus
would be provided to all aged, blind, disabled, and pregnant women as well as al children up to
185% of the FPL. OHP Standard would be provided, up to a capped enrollment, for adults from
100-185% of the FPL. OHP2 would also create benchmark hedth plans on the private
commercid sde, dlowing for federad match for OHP €igible adults who access coverage
through FHIAP.

CHIP Too,” an 1115 waiver application presently under CMS review, proposes a direct payment
program using SCHIP funds for care received by children presumed eligible for SCHIP but for
whom their parents have not completed the application process. The waiver would alow Oregon
to use $5 million of its annual SCHIP alocation to directly fund primary hedth care and
preventive services to these uninsured children accessing care at qualified safety net clinics.

Although “coverage’ or insurance is the most frequent method to access health care services, not
al people are willing, wanting, or able to be insured. The Oregon Hedth Council, principal
hedlth care advisory committee to the Governor, and the Office for Oregon Health Policy and
Research, passed a resolution in Spring 2001, indicating that even the most committed efforts to
achieve universal coverage will leave at least 5% of Oregonians without health insurance.” With
that in mind, CHIP Too was designed to complement OHP2, to provide primary care with an
emphasis on prevention to Oregon’ s uninsured children. CHIP Too would create community and
population based delivery systems, encourage private and public partnerships, cost and risk
sharing, and foster the idea that communities working together can create quality and affordable
hedlth care for all Oregonians.

CHIP Too would provide a “bridge” between coverage for health care and access to health care.
By providing care to those not yet enrolled in OHP2, Oregon reduces the eventual risk to
insurers as children enter the coverage model. Safety net providers will actively encourage and
assst children and their parents to enroll in an insurance plan. The State provides catastrophic
insurance, through retroactive eigibility, without providing coverage for primary care and
preventive services.

4.2  What isthetarget igibility group under expansion?

The target digibility group for OHP2 expansion, the insurance coverage model, includes the
following populations:

Children with incomes from 170-185% of the FPL; children with incomes up to
170% of the FPL are aready covered under the OHP, either through Medicaid, CHIP
or FHIAP.

" “Chip Too: A strategy for expanding access to more uninsured children, June 2001”: can found at
www.ohppr .state.or.us
" See “Safety Net Resolution,” Salem, OR: Oregon Health Council; March 2001. www.ohppr .state.or.us
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Pregnant women with incomes from 170-185% of the FPL; pregnant women with
incomes up to 170% FPL are aready covered under the OHP through Medicaid.

Adults with incomes from 100-185% of the FPL; adults to 100% of the FPL are
aready covered under the OHP through Medicaid.

The number of uninsured Oregonians that will be covered through the OHP2 expansion will be
limited (capped) to reflect funding limitation. Current estimates are that the OHP2 expansion will
enroll approximately 40,000 in Medicaid and FHIAP and approximately 10,000 in CHIP.

All parents with incomes up to the TANF limit (approximately 60% of the FPL) will aso be
offered the OHP Plus benefits. Childless adults with income from 6-185% of the FPL, and
parents with incomes above the TANF limit but below 185% FPL, will be offered the OHP
Standard benefits.

The target digibility group for CHIP Too expansion is children up to age 19 whose family
incomes are at or below 185% of the FPL who are not covered by any insurance program,
including OHP2. The proposed CHIP Too program will help meet the primary health care needs
of Oregon’s uninsured children and increase their enrollment into OHP2.

Despite Oregon’'s effort to insure children through OHP and SCHIP there are approximately
50,000 children who are uninsured and yet are potentialy eligible for a publicly funded health
insurance program. Due to racial, cultura and linguistic differences, lack of provider access,
complex enrollment procedures, the stigma of governmental assistance and other complex
reasons ©®me parents cannot or will not enroll their children. An estimated 8% of Oregon’'s
children are uninsured. Oregon and national data indicate that a significantly higher percentage
of Oregon children have episodes of uninsurance within ayear. CHIP Too will offer the support,
education, and time that many families need to see the importance of continuous insurance
coverage.

In addition to the digible but not yet enrolled, there are many Oregonians, including children,
who are covered by public insurance for several months but then become indligible due to an
increase in family income. A recent study indicated that 43% of people covered by the OHP
leave within a year. More than 70% of those who disenrolled from the OHP were uninsured
while off OHP.

4.3  How will the program be administered?

OHP2, the insurance coverage model, will be administered as a single program with two discrete
operational arms. The Department of Human Services, using a process similar to how the Office
of Medical Assistance Programs (OMAP) currently enrolls individuals through an digibility
process, will administer the first arm.” If digible, individuals will be enrolled in the appropriate

" The 2001 Oregon L egislature authorized reorganization of the Department of Human Services (DHS). The new
DHS Cluster includes these former separate agencies: Oregon Health Division, Office for Medical Assistance
Programs, Alcohol and Drug Abuse Programs, and the mental health functions of Mental Health and Devel opmental
Disability Services Division. Thisreport will refer to agencies as they were prior to the reorganization. Additional
information about the DHS reorganization can be found at www.hr .state.or .us/dhrinfo/futur e/org-proposed.html .
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benefit plan—OHP Plus for the categorically digible, children, pregnant women, TANF and
general assistance, OHP Standard for adults and couples eligible based on income.

In areas served by managed care plans, enrollees will be enrolled in those plans. Information
regarding benefits and administrative issues will be provided to enrollees as is done airrently.
OHP plans will then administer benefits for the population enrolled following all the current
administrative guidelines. In areas without managed care providers will be reimbursed on a fee
for service basis. If premiums are necessary collection of these premiums and ongoing eligibility
will be administered by OMAP.

The second operational arm will be similar to the current Family Health Insurance Assistance
Program (FHIAP). Individuals identified as having access to employer-sponsored insurance
(ESI) will be referred to FHIAP. If the group coverage meets or exceeds benchmark benefit
levels, contribution and cost effectiveness requirements these individuals will be enrolled in
“group FHIAP" and receive coverage through their employer’s carrier. FHIAP will administer
the subsidy needed for purchase directly with the individual employee and not through the
employer. FHIAP has demonstrated that this process is more efficient and acceptable to
employers. FHIAP provides ongoing subsidies after the first month based on demonstration of
employer coverage by the employee. The employer carrier will perform subsequent digibility,
clams and related issues.

Oregon is evaluating under what circumstances FHIAP will subsidize individua insurance.
Current FHIAP members with individual coverage will continue though addition of individual
insurance covered lives will be put on hold until a variety of issues regarding underwriting and
selection are negotiated with private carriers. These individuals will have access to coverage
through the first arm described—traditional Medicaid. Low income individuas reected for
individual coverage by private carriers will continue to have access to the Oregon Medical
Insurance Pool (OMIP), the state's high risk pool, but will not fave subsidies available until
“individual” FHIAP is open.

The circumstances above arise because of the shared funding arrangement in the high risk pool.
OMIP is funded by enrollee premiums and an insurer assessment based on total state market
share. Public subsidies of low-income individuals for individua insurance result in subsidized
high-risk individuals entering OMIP, thereby causing insurer assessments to rise. Insurer
assessments are aready rising because of recent increases in rgjection rates by severa insurers.
Further study and negotiation will be needed to determine the best strategy for stabilizing the
individual market and OMIP. Until then the first two arms described will be the focus of
expansion.

The Department of Human Services (DHS) and the Office for Oregon Health Policy and
Research (OHPR) will jointly manage CHIP Too, the access mode. The DHS will be
responsible for day-to-day administration including policy and program devel opment, continuous
quality improvement, and claims payment. The OHPR will be responsible for al data received
from participating safety nets and prepare reports and evauations. The DHS and the OHPR will
maintain joint responsibility for assuring that CHIP Too complements the OHP2 coverage
modd!.
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The CHIP Too approach encourages local communities to provide a portion of the State's
funding. As a result Counties, School Digtricts and potentially other community organizations
might be involved in the funding and the administration of the program. An advisory committee
works on administrative functions related to CHIP Too and other safety net efforts. The
committee consists of representatives from Federaly Qualified Health Centers (FQHC), Rural
Health Clinics, School-Based Health Centers, free standing clinics, Oregon Community Health
Information Network (OCHIN), CareOregon, the Oregon Primary Care Association, the Health
Services Cluster, and OHPPR. After approval of the CHIP Too waiver request, the advisory

committee will monitor the program’s progress and make recommendations on how to improve
the program.

4.4 How will outreach & enrollment be conducted?

OHP2 (Insurance Coverage M odédl)

The specifics of outreach and enrollment have not yet been determined in regard to OHP2,
primarily due to recent OHP legidative changes and reorganization of the Department of Human
Services (DHS). The goa of Oregon's DHS reorganization is creation of a better, more
innovative system that will result in better services to clients. This will aso creaste a more
integrated and simpler process for recipients of physical, mental and public health programs,
including OHP2. Currently, OHP and SCHIP have a single application and digibility
determination process. All applicants are screened for digibility through the OHP application. A
mail-in application eiminates the need for face-to-face interviews. However, Oregonians
applying for the OHP in addition to other public assistance programs are required to have aface-
to-face interview at a DHS branch office. OHP/SCHIP applicants are required to provide the
following:

Three-month proof of income

Proof of citizen status

If pregnant, proof of pregnancy and estimated due date signed by a medical provider
If any family member has health insurance, health insurance cards

If American Indian/Alaska Native, proof of status

If a student, a copy of a Student Aid Report that shows Estimated Family
Contribution and Pell igibility status

Depending upon the qualifying level of income and categorical digibility, the applicant is
enrolled in OHP or SCHIP. Bvery six months enrollees need to re-apply. The specifics on the
OHP2 enrollment process are yet to be determined but are likely to be similar to the current OHP
procedures.

Despite simplification efforts, barriers to OHP enrollment still exist." A study done by the Center
for Outcomes Research and Education looked at those who lost their digibility in the OHP.?
Sixteen percent (16 %) of those who lost their eligibility said they did so because of paperwork
issues. Of this group:
Forty-eight percent (48%) said they forgot or didn’t bother with the paperwork;
Twenty percent (20%) said they submitted incomplete or incorrect paperwork; and
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Nine percent (9%) said the paperwork was too complicated.

Oregon's hedth advocacy community is working together to improve public insurance
enrollment and outreach efforts. The Robert Wood Johnson Foundation Covering Kids Project,
Expanded Access Coalition, Healthy Communities, Children First, the Oregon Primary Care
Association, the Oregon Health Action Campaign, and others analyzed Oregon’s outreach and
enrollIment procedures and created recommendations to address OHP barriers.” Suggestions to
improve OHP enrollment and outreach efforts include:

Launch a broad-based outreach and enrollment effort using culturaly specific
consumer tested marketing materials, informed by social marketing principles. The
end result of a social marketing plan is that it becomes a*socia nhorm” to have hedth
coverage;

Organizations working with low income Oregonians should have Oregon Health Plan
applications and a date stamp available;

OHP enrollees should have an insurance card with the dates of digibility on it, not a
shest of paper;

Parents who have past dues premiums should receive information in monthly
premium bills indicating that children are still eigible;

Payment plans should be made available for people who have falen behind on their
premiums. Currently, families who fall behind on premium payments and are
terminated for that reason, have no option to pay the balance except with alump sum
payment;

Expedite the €ligibility determination process including the response to OHP
applicants.

Presently, eigibility and enrollment assistance for the OHP and SCHIP are available at DHS's
Adult and Family Services (AFS) and Senior and Disabled Services (SDSD) offices located
throughout the state. Additionally, the Office of Medical Assistance Programs (OMAP) has 140
outreach facilities, which contract with OMAP to help people apply for public insurance
programs. Oregonians can apply and enroll in the OHP and SCHIP at an outreach facility.
Presently, there are contracted outreach facilities at places such as:

Hospitals

County health departments

Federdly qualified health centers

Rural hedlth clinics

Migrant healthclinics

Family planning clinics

Indian and tribal health clinics

Alcohol and drug rehabilitation centers

Alcohol and drug youth residential treatment centers

" See“Barriersto Access and Utilization” at www.ohppr.org/hrsa/index_hrsa.htm
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Other not-for-profit organizations devote employee time, administrative support, and other
resources to recruit and retain OHP clients, but are not OMAP contracted outreach facilities.
These agencies provide OHP enrollment services but do not have the officia “date stamp” which
formally begins the dligibility review of an OHP application. They are not always updated on
changes to public insurance programs nor are they assured access to current marketing materials,
e.g., posters and brochures. Furthermore, these unofficial outreach sites are not compensated for
the OHP assistance they provide.

OHP2 will likely adopt aspects of the Family Health Insurance Program’'s (FHIAP) marketing
strategies. FHIAP has proficiency working with insurance agents, small businesses, and low-
income individuals with employer based coverage. In 1998, FHIAP partnered with private sector
groups and organizations to roll out their program that subsidizes healthrinsurance premiums for
low-income families. FHIAP facilitated a grassroots, community-based effort to reach the
uninsured who were not digible for the OHP and SCHIP.?

Some of FHIAP' s partners include:

Insurance agents

Local community action programs
Governmental public assistance programs
Employment departments

County health departments

Safety net and rural health clinics
Agricultural and industry associations
Schools

FHIAP conducted eighty trainings throughout the state for their partners. Eighteen hundred
(1800) people attended three-hour trainings on OHP, SCHIP, the Insurance Pool Governing
Board (IPGB), and FHIAP. Continuing education credits were available for insurance agents. At
present, due to state funding limitations and a 20,000-person reservation list for FHIAP, further
outreach and marketing efforts are limited. Because of the new OHP2, Oregon is expected to
revisit outreach strategies to low- income employees with employer-based coverage.

CHIP Too (Access Model)

In order to help ensure that more Oregonians are educated about and enrolled in health insurance
plans, a key component of CHIP Too, the access moddl, is to encourage public insurance
options. CHIP Too will encourage enrollment in available coverage options.

The specifics of outreach and eligibility for CHIP Too are not determined yet, although a variety
of outreach dtrategies are used by safety net clinics to make communities aware of services,
including the opportunity to enroll in public insurance programs. CHIP Too is designed to
encourage enrollment of eligible children into OHP2, therefore emphasis will be on outreach for
OHP2 coverage not CHIP Too.

" See FHIAP July 2001 program brief section at www.ipgb.state.or.us/Docs/fhiapgen.htm
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CHIP Too will alow children accessing care at safety net clinics and seemingly eligible for
OHP2 to be assumed €ligible while their parents complete the formal enrollment process. To
minimize administrative burden, CHIP Too applicants will complete a smple self-declaration
form. Eligibility will be determined immediately at a participating safety net clinic. This
eligibility process will be similar to that used by Oregon’s Family Planning Expansion Program
which provides family planning services to individuals up to 185% of the FPL, using a smplified
eligibility process and claims form.” A work group consisting of diverse stakeholders will
determine the specifics of the enrollment process.

45  What will theenrollee (and/or employer) premium-sharing requirements be?

Enrollee premium sharing for OHP2, the insurance coverage model:

OHP Plus (renamed from the current OHP) has premium sharing for those under
100% of the FPL. Premiums will stay between $6 and $23 per month for each
household. The amount of the premium share is based on gross income and family
Size, but no premium share is collected from children or pregnant women.

Those on OHP Standard with incomes from 100-185% of the FPL will be charged a
premium share based on a diding scale related to their income level. The amount will
exceed the current maximum of $23 a month, but depends on the cost of the OHP
Standard and any actuarial equivalent benchmark plans.

Alternatively, persons with incomes up to 185% of the FPL who have access to employer-
sponsored insurance will be digible for premium subsidies for an approved plan through their
employer. Building upon FHIAP' s present subsidy levels, the proposed subsidies assumed for
theinitial pricing of OHP2 are:
Ninety-five percent (95%) of the premium cost for incomes from 100-125% o the
FPL;
Ninety percent (90%) of the premium cost for incomes from 125-150% of the FPL;
Seventy percent (70%) of the premium cost for incomes from 150-170% of the FPL;
Fifty percent (50%) of the premium cost for incomes from 170-185% of the FPL.

The proposed subsidies may be adjusted as waiver design and implementation plans are refined.

In the FHIAP Study, when respondents were given a choice of reducing the number enrolled in
FHIAP or reducing the subsidy, 70% chose “Reduce the Subsidy”. However, about 40% said
they could not afford any reduction in their subsidy, and 33% could only afford a 5% decrease."

FHIAP's original subsidy levels were derived from looking at affordability, as well as the
average market premiums for standard HMO and PPO products in the individual and group
markets. Originaly, it was decided not to include caps on the amount of subsidy because of
differences between the individual, OMIP, and group markets. Without caps on the subsidy, al

" For more information, see www.ohd.hr.state.or.us
" See “FHIAP Leavers Survey” and “FHIAP Survey of Enrollees and Individusals on Reservation List: Summary
Report” at www.ohppr.org/hrsa/index_hrsa.htm
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age groups are treated the same in terms of premium costs, and al insurance markets are treated
without favor. It was felt that at the original subsidy levels, selection of a plan with
comprehensive benefits and low deductibles was encouraged.

HB 2519, passed by the 2001 Oregon Legidature, does ot outline specific subsidy levels; only
that OHP2:

shall provide public subsidies for the purchase of health insurance coverage provided by
public programs or private insurance.

The Health Services Commission will recommend premium levels for the public-side of OHP
Standard coverage. The Insurance Pool Governing Board, in consultation with the Hedth
Insurance Reform Advisory Committee, will identify and recommend a basic benchmark health
benefit plan(s) that qualify for subsidy on the private side. The exact subsidy amounts have not
yet been determined. HB 2519 states that:

public subsidies shall apply only to the cost of the basic benchmark health benefit plan or
the approved equivalent...

Additiona cost sharing in the form of co-pay, co-insurance or deductibles will be allowed under
HB 2519 legidation in the public OHP Standard, and are aready in most private market health
plans.

There are still some issues to be worked out for enrollees. In the current OHP, premium shares
are not charged to:

Pregnant enrollees

Enrollees under age 19

Enrollee in long-term care facilities

Enrollees of American Indian/Alaska Native heritage

The first three groups will be on OHP Plus, so this remains unchanged from the current
enrollment. However, enrollees of American Indian/Alaska Native heritage could be €eligible for
either OHP Plus or OHP Standard, depending on their individual situation. Since tribal members
are not currently charged premiums under Medicaid because of federa triba agreements, it will
require further discussion in the waiver implementation phase to clarify how proposed changes
will impact this population on both on the public and private portions of OHP2.

In the current OHP, there is a process for premium shares to be waived or forgiven under certain
specific situations. These situations include:
Enrollee has been a victim of domestic violence
Enrollee has been avictim of crime that caused the loss of income or resources
Enrollee has lost their housing, forcing them to move
Enrollee is homeless

" Insurance Governing Board Family Health Insurance Assistance Program brief of December 2000 (Revised
1/3/2001) at www..ipgb.state.or.us/Docs/fhiaphome.htm
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Enrollee has no income

These circumstances will need to be re-examined to determine if these enrollees will be
responsible for premium share if they qualify for OHP Standard, since the budget assumes
everyone will pay on amonthly basis, or else lose digibility a month later. In some communities,
poor and low-income individuals have premiums subsidized or “financed” by third parties. The
HRSA Team intends to study these arrangements in a large safety net operation that has had
success with this strategy.

Employer premium sharing for OHP2, the insurance coverage mode:

Oregon law mandates a minimum employer contribution towards employee coverage of 50%.
Currently, the FHIAP program accepts whatever contribution an employer is willing to provide
towards the family premium and in many instances, the employer contribution is only for the
employee, with no coverage offered by the employer for dependents. To participate in FHIAP,
adults are digible for the subsidy only if al eigible children are covered by a health benefit plan
or OHP/CHIP.

The amount of employer contribution expected under OHP2 is not yet determined. Nationadly,
the Center for Medicare and Medicaid Services (CMS) has approved a 50% contribution in
Massachusetts and Wisconsin in expansions through employer-sponsored insurance. This is
down from 60% on employer contribution that has been required in past waiver requests. If an
80-90% employer contribution is spread over afamily of four, it might result in something close
to a 50% premium contribution to the entire family, depending on the premium costs.

The HRSA Team is using employer interviews to determine what the actual average contribution
isin Oregon. IPGB surveyed the state’s major carriers who offer to employers with 50 or fewer
employees to determine their level of contribution. The HRSA Team hopes to determine what
employers of the working low-income uninsured contribute to their employees insurance. It
appears that smaller employer and employers with predominately low-income workers are more
likely to have lower contribution rates. Higher levels of employer contribution would be
expected in more moderate to high-income populations. The employer contribution expected in
OHP2 should match what is common for those employers currently offering insurance to the
target population.

Enrollee premium sharing for CHIP Too, the Access Modd!:

CHIP Too will not require monthly premiums like the OHP2, although some safety net clinics
aready serve patients who contribute to the cost of their health care through monthly payments.
Safety net clinics providing services under CHIP Too will be required to have a diding fee scale,
however, no one will be denied services if they are unable to make such a contribution.
Furthermore, some clinics as well as communities subsidize premiums for lowincome patients.

Two thirds of Oregon’s uninsured are either employed by small companies or are the dependents
of those employees. Many of these small businesses do not offer health insurance. Employees
often cannot afford the premiums to participate in a traditional coverage option, especialy for
their dependents. If CHIP Too proves to be a viable and successful coverage aternative, afuture
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step may be to offer a buy-in option for small businesses. One example is Access Healthin
Muskegon, Michigan, a health coverage benefit program available to individuals through their
employer. Businesses are eligible to participate if they are located in Muskegon County, have a
median wage of $10 an hour or less and, have not offered health insurance for the previous 12
months. The program is available to full and part-time employees and dependents who do not
have other hedth insurance coverage. The program is financed through a three-way shared buy-
in in which employers, employees and the community each cover a portion of the cost. Families
with eligible children are encouraged to enroll in SCHIP. The community match portion of
Access Hedlth is a combination of federa, state and local funds. The program is structured so
that every $1 of public money isleveraged by $2 of private money.

4.6  What will the benefits structur e be (including co-payments and other cost sharing)?

OHP2 (Insurance Coverage M odel)

Initially, the actuarial work on the benefit structure, sponsored by the HRSA Grant, began with
comparisons to the current OHP package at 100%. Comparisons were made with the minimal
federal Medicaid mandates, Medicare, and several commercia products offered in Oregon. This
allowed the Health Services Commission to see how benefits varied and their cost. The actuary
worked through a process of reducing the benefits with cost sharing, working down from the
100% current OHP package towards a reduced package with an actuarial value of about 20%
less. The actuary used a computer model to apply the various cost-sharing strategies to see their
impact on the overall actuaria value. As HB 2519 evolved during the legidative session, the
process was reversed. It was decided to start from the federal Medicaid mandates at 57% of the
current OHP package, and build up. The resulting design is outlined in HB 2519. To summarize:

Public-side OHP Sandard:

This shall be the combination of the basic benefit package actuarially equivalent to
the federad Medicaid mandates of the Sociad Security Act, with additional benefit
packages added in priority order by the Health Services Commission.

Theinitial benefit package will be the minimum level of care mandated by the current

federal Medicaid law. Fifty-seven percent (57%) actuarial value as compared withthe
current OHP plan.)

Additional packages will be also be devel oped, with the Health Services Commission
asked to rank them in benefit priority order so that the Legidature can determine the
level of funding available for the additiona benefit packages.

The Hedlth Services Commission will recommend cost sharing for OHP Standard.
Cost sharing cannot exceed the cost of OHP Plus (the current OHP package).

Cogt sharing will be based on an individua’s ability to pay, and HB 2519 states that

copayments and premiums will be structured “in a manner that encourages the use of
preventive services.”

" See HB 2519 available at pub.das.state.or.usLEG_BILLSPDFYEHB2519.pdf.
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Public-ssde OHP Plus;

The Hedlth Services Commission will continue to prioritize the list of hedth care
services, using it to establish the OHP Plus benefit package of health care services.

The 2001-2003 Biennium budget for the OHP did initiate some minimal cost sharing
in the form of copays on medications that will apply to al OHP Plus enrollees. The
copays will be $2 for generic drugs and $3 for brand-name drugs. There will aso be
$5 copays for some enrollees on certain outpatient services.

Pregnant women and their newborns will be covered with the OHP Plus benefit
package, expanding coverage from 170-185% of the FPL.

Children under age 19 will continue to receive OHP Plus, with coverage expanded to
include those from 170-185% of the FPL in the CHIP program.

The Health Services Commission held lengthy discussions during the past year regarding basic
benefit and cost sharing issues, as they reviewed the actuaria comparison of plans and analyzed
individual benefit costs. The Commission debated exclusions and limitations in relation to
specific services (i.e. diagnostic services, vison services, dental services, durable medical
equipment, medical supplies, and non-emergent transportation) as well as how to apply cost
sharing.

The Health Services Commission has been considering:

Copays for emergency room services when not admitted,

Cost-sharing options for prescription drugs,

Additional gradations in coinsurance according to income levd,

Deductibles for certain services, while not creating barriers to preventive care,

Sliding scales for out-of-pocket maximums based on income limitations to avoid
barriersto care.

The Commission held a series of public town hall and stakeholder meetings to discuss the
challenging decisions to gain public input. The meetings were conducted in July and August
2001 in preparation for decisions scheduled for early September. The HRSA team was involved
in developing the content and format of the public meetings” The public was asked to
recommend tradeoffs on types of benefits and cost sharing approaches. Efforts were made to
maximize low-income uninsured participants at the public meetings.

The Hedlth Services Commission met on September 26, 2001 and did not make fina decisions
on benefit choices and their prioritized ranking of the various packages. The Commission will
meet in early October. The benefit plan will then be submitted to the interim legidative
committee with oversight of health care issues, the chairpersons of the Emergency Board (which
meets between legidative sessions) and the Waiver Application Steering Committee (as outlined
in HB 2519) for approva and incorporation into the waiver to CMS.

" For asummary report of the public meetings, see www.ohppr .state.or.us
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The Health Services Commissiorers fed strongly about maintaining a preventive focus in any
benefit package. As they design the options of OHP Standard, they are attempting to balance the
introduction of cost sharing without creating barriers to accessing care. Menta health parity and
preventive dental services have been innovative fesatures to the current OHP plan, and the
Commission still strives to design affordable packages that include these benefits.

Private-side basic benefit benchmark plan(s):

A waiver will be sought for the establishment of a basic benchmark health plan, or
approved equivaent plans, for subsidized employer-sponsored coverage. HB 2519
states that the coverage be comparable to coverage commonly offered in the small
employer health insurance market.

The aim is for parents to have a choice of deciding if their children will be covered
under the employer-sponsored coverage or through the public OHP Plus plan.

Preventive services and access in the sdected subsidized plans needs to be
considered, especidly asit applies to children’s coverage.

The Insurance Pool Governing Board (IPGB), which oversees FHIAP, will consult
with the Health Insurance Reform Advisory committee (HIRAC) as designated in HB
2519. IPGB will recommend a basic benchmark health benefit plan(s) that will
qualify for subsidy, taking into account employer-sponsored heath benefit plans
currently in the market.

To determine the private-side benchmark plan(s) that will qualify for subsidy, IPGB is
examining the current insurance products offered in Oregon. The first step has been completed as
the IPGB reviewed the prevailing plans offered in Oregon, identified by carriers as their most
common benefit packages for employee groups 50 and under. IPGB is hoping to set the benefit
benchmark broad enough to include the majority of the employer-sponsored insurance offered
for the target population while still ensuring that it is adequate coverage.

The HRSA Team will analyze the private-side benchmark work from an actuarial perspective
similar to the public-side work done by the Health Services Commission. As the actuary has
already done with the current “new eligibles’ database in OHP, the current FHIAP database will
be analyzed as a population similar to those that will recelve coverage under the expansion.
Various benefit packages, including the prevailing plans in the small group market will be
analyzed using this new database. Oregon is interested in seeing if there are any differences in
actuarial value for the same plan using these two populations. This could help to develop an
estimate of expected utilization for the public and private sides of OHP2. Neither public nor
private encompasses the entire target population of low-income uninsured, but both will become
part of the overall OHP2 waiver.

Determining a method for benchmarking health plans by benefit categories is the next step, so
current commercia plans can be compared. In IPGB’s attempts to “cast a broad net” to
maximize incluson of more ESI plans that qualify for subsidy, they have agreed so far on alist
of twenty-one (21) benefits that must be covered in some manner. Beyond the state mandated

" Please see |PGB comparison spreadsheetsat www.ohppr.state.or.us/Waiver_Application/index_waiver.htm
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requirements, benchmarks of the details of coverage within a benefit category will not be
Specified.

The actuary under contract with the HRSA Team has been exploring the conceptua design for
an electronic decision tool designed around a pass/fail approach by benefit categories and cost-
sharing requirements that could compare plans against the benchmark. Ongoing use of such a
tool could be useful for analyzing new plans as they come in to the healthcare insurance market
and as trends in the market change.

CHIP Too (Access Moddl)

While Oregon will rely primarily on the traditional insurance model for low income Oregonians,
CHIP Too will compliment insurance coverage for children who are eligible for OHP2 but are
not yet enrolled. Unlike a traditional insurance moddl that attaches money to a person, CHIP Too
directs money to the safety net provider serving the uninsured children. Safety nets will be
required © have a schedule of discounts based on income. No one seeking services will be
refused care due to an inability to pay for services. Although the CHIP Too proposa only
includes access to primary care services with an emphasis on prevention, most safety ret clinics
have an established referral process to local specialty outpatient care, outpatient surgery, and
inpatient care. If a child is eligible for OHP2 and has secondary and/or tertiary care needs,
parents are more likely to complete the OHP2 enrollmert process for their children.

Recently, Oregon Health Action Campaign (OHAC), an advocacy organization working toward
affordable, comprehensive and quality health care for al, launched a campaign to try and
improve hospital “charity care’ policies and procedures. As a result of their work, Salem and
Portland Metropolitan Area hospitals agreed to uniform policies and procedures for uninsured
patients. They agreed to provide free care for people up to 150% of the FPL and a discounted
rate for people from 150-200% of the FPL. The Oregon Association of Hospitals and Health
Systems is working with OHAC to implement these policiesin all hospitals throughout the state.

4.7  What isthe projected cost of the cover age expansion? How was this estimate
reached?

OHP 2 (Insurance Cover age M odel)

The initial am of the expansion concept was to expand coverage to 200% of the FPL. This
income leve is approaching Oregon’s median income level. However, as HB 2519 evolved, that
goa was reduced to 185% of the FPL. Most of the currently available projections are based on
the original goal of reaching 200% of the FPL. Revisions will be provided to HRSA in a
subsequent report in Spring 2002.

Because of the current economic and political climate in Oregon, including a $700 million
budget shortfall, no additional funding could be alotted to fund the expansion. However, the
overal Oregon Health Plan was treated generously, with a budget increase of 20%, the largest of
any of the state department budgets. These increases are directed to maintain the plan and to
cope with the rising cost of prescription drugs. The following outlines cost caculations and
assumptions that went into cost projections.
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Cost calculations;

The per capita cost associated with coverage for current “new i
determined. These are the “OHP Adults and Couples’ and “OHP Families’ groups.
There are no children or pregnant women in these groups. Per Capita costs are based
on the work of the independent actuary used for rate setting in the OHP.

The actuarial value of OHP Standard was assumed to have a value at 78% of the
current OHP package.

FHIAP adults costs were assumed to be at 78% of the “new dligibles’ current per
capita costs

Estimates of premium contributions were determined following the FHIAP format.”

Costs for the current OHP adults at the 78% of the current per capita cost was then
combined with the cost for the FHIAP adult enrollees to estimate costs under the
expangon.

The total state contribution used to fund the OHP “new dligibles’ at the current 100%
level was combined with the state funding for the adults in the FHIAP program. This
amount was then considered the state contribution that would be €eligible for federal
match.

Additiona costs were estimated for start- up and ongoing administrative operational
costs.

Utilization assumptions:

Determining the number who are digible and who will take up coverage by enrolling in the
public OMAP or the FHIAP programs was determined using a saturation rate. This is the percent
of the entire Oregon population (insured and uninsured) in the target eigible group who are
expected to end up with coverage. This rate was key in estimating utilization in the OHP2
expansion and included the following assumptions:

The target population is based on 1998 Population Survey data currently which will
be updated with 2000 data asit is available.

With system-designed incentives to obtain health coverage and the availability of
OHP expansions, OMAP is anticipating a saturation level of Oregonians with
incomes below 185% of the FPL that is equivalent to the highest level of saturation of
any currently covered OHP group of digibles.

Expansion will not cover persons eligible for Medicare, even if their income is below
one hundred 185% of the FPL. Medicare eligibles are considered insured for this cost
estimate.

Participants in existing OHP programs will increase due to the system-designed
incentives to obtain coverage. Eligibles that are new to existing programs are
identified as "outreach €ligibles.”

" See Section 4.5 of this report for more information of determining per capita costs.
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Participants in te current OHP Adults/Couples and Families program, and any
additiona dligibles who come in as a result of outreach, who would have usualy
fallen into the OHP Adults and Couples, or the OHP Families category, will be
covered under the OHP Standard package

The OHP Standard program will be opened to uninsured adults up to 185% of the
FPL. However, it is likely that the number of adults that will be covered under the
expansion will be capped at budget levelsin order to avoid program deficits.

Pregnant women and their newborns will be expanded up to 185% of the FPL. CHIP
for children under the age of 19 will be expanded up to 185% of the FPL. All
pregnant women, children and all “categorical” eligibles will be covered under OHP
Plus, the same benefit level as the current OHP benefit package and will not move to
OHP Standard.

Overall projections:

Considering these initial pricing assumptions on utilization, premium contributions and current
costs, as well as keeping the OHP Program at budget neutrality for the 2001-2003 biennium, the
following number of people can be served:

Total OHP digibles (with retroactive eligibles) included in the 2001-2003 budget is
416,777

Total number of FHIAP enrollees for the 2001-2003 bhiennium is 4,000

The proposed expansion as outlined in HB 2519 at 185% of the FPL is 41,345 with
4,779 children and 36,566 adults

CHIP Too (Access Model)

The state proposes using $5 million from its annual allocation of approximately $40 million
federal SCHIP dollars, which will be matched by a state or local contribution of $1.6 million.
The entire amount will be divided according to the standard CHIP split of 10% for
administration and outreach and 90% for program activities. Pending approval, Oregon estimates
that 12,500 children will receive primary and preventive services through this approach.

The amount requested is based on estimates of need and capped until this alternative coverage
approach has been piloted and evaluated. The amount could vary in subsequent years based on
the success of the program. It will be implemented to complement the OHP2 insurance coverage
model expansion and the overall Oregon Health Plan.

4.8  How will the program be financed?

OHP 2 (Insurance Cover age M odel)

The OHP2 expansion will be financed through a combination of savings from reduced benefits
for some adults now covered under the OHP and increased federal matching funds. In effect,

costs per person for roughly 90,000 current OHP adults will be reduced and federal match will
be gained for as many FHIAP enrollees as possible.
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All of the pricing and financing estimates were determined during the legidative session. Most
of the projections at this time reflect the original goal to expand to 200% of the FPL, rather than
the final compromise to expand to 185% of the FPL. Assumptions that were made for the
origina pricing may change as the program is designed more fully. Revisons will be
documented in the subsequent report in Spring 2002.

The financing assumptions that were used to achieve budget neutraity in the 2001-2003
biennium, include:

Start date of October 1, 2002.

Phase-in of new eligibles (expansion and outreach) completed by 6/30/03.

Reduction in benefits for some of the current OHP adults is currently estimated to be
around 22%, so that the benefit package \velue 78% of the current OHP package for
adults in the categories of OHP Adults/Couples and OHP Families.

Besides those in the categories of OHP Adults/Couples and OHP Families, those
getting OHP Standard include FHIAP adults, outreach enrollees (previoudly eligible
but not yet enrolled persons), and new adults who come into OMAP or FHIAP
programs.

Children and pregnant women will get OHP Plus (using either Medicaid or CHIP
dollars as applicable under OMAP rules, so that some will be covered at the higher
CHIP match rate of 70% federal and 30% state dollars.

The same per capita costs were assumed per person to cover an enrollee in the FHIAP
program as it would cost to cover them in the public OHP Standard program.

State per capita costs were estimated using the current FHIAP subsidy structure,
outlined in Section 4.5, which will vary by different groups and income levels.

The saturation rate would be at the highest level of any currently covered OHP group
of eligibles and is estimated to be about 83%.

Costs would include the cost of direct care of the expansion and outreach populations,
start-up costs, and administrative operational costs,

Federal match would be available on al of the FHIAP dollars.

Using these assumptions, the financing scenario is as follows:

The combination of the OMAP savings from the reductions in the benefit package
and the federa match for FHIAP expenditures would result in a state contribution of
$27.3 million to fund additional outreach and expansion eligibles.

With the match rate depending on the number under CHIP and under Medicaid, this
would trandate to $60.4 million available in total funds to finance the expansion.

CHIP Too (Access Model)

The State proposes to use $5 million from its annual SCHIP alocation of $40 million that will be
matched by a state or local contribution of $1.6 million. It is anticipated that 65% of the $2.2
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million that was allocated to the safety net by the legidature over the next two years will be part
of the $1.6 million. Additionaly, Oregon Counties and School Districts have expressed a
potential interest in providing local contributions in order to stabilize school based health clinics
and County Hesalth Departments providing primary care.

4.9  What strategiesto contain costs will be used?

OHP2 (Insurance Coverage M odel)

The State of Oregon is committed to increasing access to basic health care services provided
through Medicaid, the Children's Health Insurance Program or private insurance for uninsured
Oregonians with an income of up to 185% of the FPL. These expansion efforts are budget
neutral and require cost containment strategies in order to serve approximately 50,000 more
Oregonians. Current trends, however, in rising health care costs create concern for:

The future sustainability of the OregonHealth Plan and the private insurance market;

Individuals unable to pay for al or part of the costs of their health care;

Employers providing health care coverage for their workers and their dependents,

Health care providers providing services; and

Insurers and other organizations providing health care coverage.

Complex factors affect the balance between public and private health care programs and need to
be better understood in order to establish policies that result in access to health care and health
care cost containment. These factors include, but are not limited to:

Whether the current structure of Medicare, Medicaid and the private insurance market
is cost-sustainable;

The reasons behind general health care cost trends;

Appropriate reimbursement methods that reduce cost-shifting and optimize access to
providers and plan choices,

Whether public programs for low-income Oregonians that ensure adequate coverage
are cost-effective and provide aredistic transition to private coverage; and

Whether private coverage that is affordable offers sufficient benefit choices and is
based on a market-based system.

In order to contain costs that address these complex factors, Oregon’s new health care expansion
policy indicates that:

The respective roles and responsibilities of government, employers, providers, OHP
enrollees and the health care delivery system must be clearly defined;

The State, in partnership with the private sector, move toward providing affordable
access to basic health care services for Oregon's lbbw-income, uninsured children and
families;

The State will provide subsidies to low-income Oregonians, using federal and state
resources, to make hedth care services daffordable to low-income, uninsured
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Oregonians. These subsidies are subject to available funds and need to encourage the
shared responsibility of employers and individuals in a public/private partnership;

All public subsidies must to be clearly defined and based on an individua's ability to
pay, not exceeding the cost of purchasing a basic package of health care services,
except for those individuals with the greatest medical needs;

The health care delivery system needs to use evidence-based hedth care services,
including appropriate education, early intervention and prevention, and procedures
that are effective and appropriate in producing good health;

There will be minimal cost sharing for preventive and primary care, leading to earlier
diagnosis and less expensive procedures as compared to speciaty/inpatient care
required when treatment is begun later in the disease process.

The Oregon Legidature also approved a number of measures designed to improve the quality
and control the costs of prescription drugs in Medicaid. Likely approaches include:

Creation of areference based formulary encouraging the use of cost effective drugs
Selection of specific pharmacies for Medicaid patients

Improvement in information systems involving prescription drugs

Case management of patients using multiple medications

CHIP Too (Access Model)

Oregon plans to launch the CHIP Too program in a modest fashion. The State anticipates that
CHIP Too will cost $6.6 million. CHIP Too will operate within the federal SCHIP allocation and
state and local matching dollars. Oregon will review the success of the model and expand it if
proven to be worthwhile and cost effective. CHIP Too aims to reduce more expensive care by
providing primary and preventive services.

CHIP Too ams to increase access to quality and continuous care by compensating safety net
clinics for serving Oregon’s children who are digible but not yet enrolled in OHP2. Reimbursing
safety net providers for the care provided to these children will alow them to serve more people,
including children, who do not meet the OHP2 digibility criteria. It is anticipated that by
providing more services that are culturaly and linguistically appropriate, there will be less
downstream costs of emergency department services and hospitaization. Similar models in
communities across the country have demonstrated success in addressing health disparities and
containing costs. For example, Indianapolis, Indiana showed a significant decrease in emergency
department visits as well as inpatient use. Hillsborough County, Florida has an analogous
program for the uninsured and has demonstrated similar success in reducing emergency
department visits as well as improving the hedth of the uninsured with chronic illnesses. It
appears that an “ounce of prevention” can indeed improve health and reduce costs.

The Department of Human Services ODHS) will review claims data to ensure that appropriate
services are being provided. An advisory committee consisting of diverse stakeholders will
examine utilization at an aggregate level and provide continuous feedback to participating saf ety
net clinics to ensure cost containment. We believe that CHIP Too will encourage the evolution of
a more accountable and predictable safety net system with improved information systems and
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enhanced relationships with OHP2 carriers. More safety net clinics will become part of the
deivery systems of OHP2 carriers. This organization and “systemization” will lead to more
predictable and contained costs.

4.10 How will services be delivered under the expansion?

OHP2 (Insurance Coverage Model)

OHP2 services will be delivered in nearly the same way as the existing OHP delivery system.
Enrollees must choose a managed care plan, unless:

The enrollee is of American Indian/Alaska Native heritage
The enrollee is not required to enroll in amedica plan.
There are no medica or dental plans available where the enrollee lives.

If no medica plan providers are available within a specified number of miles, an OHP enrollee
will choose a Primary Care Case Manager (PCCM) from a list provided by OMAP. A PCCM
provides the same kinds of service as a health plan and acts as the OHP enrollee's primary care
provider.

While al medical, dental, and mental health plans for OHP Standard must provide the same
"basic" services, al plans are not alike. OHP enrollees are not allowed to change health plans
until renewing their application, unless there is a specia reason. An OHP enrollee may delay
enrolling in amedical plan if seeing a provider who is not part of an available medical plan and:

Has surgery scheduled; or
Isin the last three months of pregnancy and not currently enrolled in a Medical Plan.

An OHP enrollee may delay joining a dental plan if seeing a provider who is not part of an
available dental plan and if the OHP enrollee has dental surgery scheduled. All requests to delay
enrolling in a managed care plan must be made in writing along with the OHP application.

Every enrolled family member must be in the same medical and dental plan. However, family
members can have different Primary Care Providers (PCP). A mental hedth plan will be
assigned based on the medical plan chosen.

To assist OHP enrollees choose the plan to best meet their needs, they are encouraged to call
potential health plans and ask questions about factors that are important to them, such as which
health care providers, clinic sites, hospitals, pharmacies and mental health arrangements they
will have to use if joining a specific medical plan. Plans have different rules about referrals to
specialists, which can affect the use services. If enrollees are already connected to primary care
clinics or providers, they are encouraged to call and ask which Medical Plan the PCP or clinic
belongs to.

Oregon experienced a decade of substantial participation in Medicaid by commercial HMOs. As
utilization and risk increased, and relative reimbursement fell, commercial plans retreated from
Medicaid markets. There has been a notable decline in the number of OHP enrollees being
served by Fully Capitated Health Plans (FCHP). Many of these commercia plans have been
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replaced by “community-oriented” health plans that are provider owned, mostly Medicaid-only
HMOs. Most plans provide care for all the patients in a community, removing selection as a
factor and, as a result, have been successful in enlisting the participation of physicians and
equitably distributing the risk. This balance is tenuous, particularly with increasing prescription
drug costs.

Two OHP cariers are of gspecid interest in terms of their delivery system dtrategies—
CareOregon and Central Oregon Independent Health Services (COIHS). Both are fully capitated
Medicaid HMOs. COIHS, owned by physicians and hospitals, has become licensed as a health
service contractor and aso provides a Medicare+Choice option to central Oregon seniors.
COIHS has organized services for a large portion of the state—rural and urban. Stability and
access for Medicaid has increased significantly as a result.

In Portland, CareOregon emerged as a cooperative venture between safety net clinics, counties
and Oregon Health Sciences University. CareOregon is aso a Medicaid only HMO. As HMOs
and insurers have retreated from Medicaid, CareOregon has stepped up in the state's largest
market, Portland, while continuing to serve several smaller markets throughout Oregon.

CHIP Too (Access Moddl)

The Chip Too model is tailored to meet the needs of children eligible but not yet enrolled in
public insurance. The proposed CHIP Too compliments OHP2 by offering an alternative and
interim coverage model for uninsured children that provides access to primary and preventive
health care services. Oregon currently provides retroactive eigibility for inpatient hospital
services for children. Specificaly, the CHIP Too approach will:

Ensure primary hedlth care is available to children while their parents apply or
regpply for public insurance programs,

Provide primary care, with an emphasis on preventive services, to uninsured children
at qualified safety net clinics; and

Offer digibility screening and enrollment assistance for OHP2.

Oregon’'s hedlth care safety net provides health care to a significant portion of Oregonians who
are uninsured or on the Oregon Health Plan (OHP). In 1999, according to DHS and Oregon
Primary Care Association data:

An estimated 146,000 Oregonians received safety net services.
Services were provided to 56,000 OHP enrollees and 90,000 uninsured Oregonians.

The HRSA Team used the definition of safety net created by Oregon’s Committee on Hesalth
Care Safety Net Support. The statewide Committee includes more than 100 providers, advocates,
and government officials, and works collaboratively and strategically to strengthen, support and
expand the role and financing of the safety net. The Committee’s definition states that Oregon’'s
safety net is comprised of a broad range of local non-profit organizations, government agencies,
and individua providers who share the common mission of delivering health care to persons who
experience barriers to accessing the health care they need. In addition, safety net providers have

" For more information on the Oregon Primary Care Association, See Www.orpca.org.
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a substantia share of their patients as the uninsured, Medicaid and other vulnerable Oregonians.
The safety net does not turn anyone away because of an inability to pay. These providers are
committed to keeping Oregonians healthy and productive members of the state’ s work force.

The health care safety net is comprised of:

Federaly Qualified Health Centers, i.e., Migrant Health Centers, Community Health
Centers, Health Care for the Homeless programs

School-based health centers

Indian/tribal clinics

County health departments

Rural Health Clinics

Community-based or “free-standing” clinics

Other providers committed to serving the underserved

Safety net clinics in Oregon are staffed by a combination of physicians, nurse practitioners,
nurses, dentists, social workers, community outreach workers and aher heath care providers,
including volunteers. The clinics offer hedth services to low-income people, including those
without insurance, but most patients do pay a diding discounted fee or receive care covered by
OHP, Medicare and private insurance. Primary care services provided by the safety net vary but
frequently include urgent care, acute and chronic disease treatment, services such as mental
health, dental, and vision, reproductive services, preventive care, well child-care and enabling
services (trandation/interpretation, case management, transportation and outreach).

Oregon’s safety net clinics differ in size, employees, clientele, service area characteristics and
demographics, stability of revenue sources, and sophistication in business management practices.
They aso fluctuate in their ability to collect and use data. To help integrate and strengthen the
safety net, Oregon Community Health Information Network (OCHIN), a statewide network, was
organized in September 2000. OCHIN is a HRSA Community Access Project grantee and
currently sponsored by CareOregon, The Oregon Primary Care Association (OPCA), the
Department of Human Services, adl FQHCs in Oregon, as well as some county hedth
departments, school based and free standing clinics.

OCHIN’s vison is to be a jointly owned and operated management services organization
providing practice management and information services as well as other support services to
member safety net clinics. In the spring of 2001 a web enabled practice management ard
electronic patient records system was purchased by OCHIN after a careful review of Oregon
safety net provider’s informational needs. Twenty safety net providers have agreed to join
OCHIN and participate in its practice management and electronic patient records system. It is
anticipated that additional safety net providers will join as OCHIN further develops. OCHIN will
assist the safety net in improving their ability to organize information and coordinate with other
health care providers and services.

" For information on the health care safety net, see www.ohppr .state.or.us
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In order to provide care in a complex health care industry, the safety net depends on diverse
funding streams. A few community-based safety net clinics do not bill for services delivered or
receive any federal government dollars. Oregon’s safety net is financially supported through:

Federd grants

OHP/SCHIP reimbursements

M edicare reimbursements

State and local government grants/contracts

OHP carrier contracts

Private insurance reimbursements

Petient fees

Foundation grants

Private donations

The CHIP Too approach will provide the safety net with another stable source of funding thereby
improving access, predictability and accountability. Ongoing interaction will encourage both
safety nets and OHP carriers to expand their current relationship. If CHIP Too is successful
safety net clinics and OHP carriers will consider further collaboration on the provison of
specialty and outpatient hospitals services.

4.11 What methods for ensuring quality will be used?

This section will outline the expansion in terms of performance measures for the quality of
health care and patient health status. Additional aspects of the structure and processes of the
proposed expansion models will be addressed under the Program Evaluation Section.

OHP2 (Insurance Coverage Model)

The current nodels of expansion consst of two separate approaches for increased insurance
coverage due to passage of HB 2519:

Public side: OHP Plus (same as current OHP) and a more basic OHP Standard plan.

Private side: subsidized premium share program similar to current FHIAP using a
benefit benchmark plan or plans for qualifying for subsidy.

Each of these strategies bring unique features that may impact the quality of care as well as
challenge how monitoring the delivery of care. The HRSA Grant Team reviewed the original
1115 Waiver from 1991, current monitoring of quality of care in the public and private sector,
and the structure of each new expansion modd. The coverage modd expansion results in four
genera populations that need to be assessed regarding quality of care and patient health status.
These four populations are:

The “ categorically digible,” including pregnant women and children who will remain
on the current OHP, to be renamed OHP Plus

“New dligibles’ of the current OHP as they switch to OHP Standard and may face
challenges to health care access.
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Current FHIAP enrollees, who may be affected if their current subsidized plan does
not meet the benefit benchmark plan(s).

The previously uninsured population that will come in under both the private and
public side of OHP2.

Within each of the four broad groups there are defined subgroups that need additiona
monitoring. In the original OHP waiver, there were only two separate populations,; Phase | which
was the "new eligibles’ but included pregnant women and children, and Phase |1, which were the
more vulnerable (aged, people with disabilities, etc.). OMAP has continued to monitor these
original two subpopulations, as well as subcategories within each of the two Phases. These need
to be taken into account in monitoring the new expansion.

The HRSA Grant Team reviewed current quality monitoring at OMAP, the Oregon Hedlth
Division, and statutory requirements of private insurance carriers. The Team recommends the
following hedlth care quality measures:

Access to care, includes monitoring of provider participation, reported access and
availability of care under the program, and utilization measures.

Provider adherence to accepted clinica practice standards; would include monitoring
each of the four population groups to assess if they are receiving “sentinel”
preventive and healthcare screening services following accepted clinical guidelines.

Health status, would include monitoring of enrollee perception as well as looking at
health outcomes for the above-mentioned “sentingl” conditions in provider records.

Perceived quality of care by enrollees, would include reporting of overall satisfaction

with the quality of care of the enrollees receive, compared to care received prior to
the demonstration.

Challenges in ensuring quality in the coverage expansion:

There are multiple difficulties in obtaining information to assess quality in most healthcare
programs. The unique features of this expansion, a private and public partnership, make the
monitoring of quality of care chalenging. While many of the quality activities proposed are
currently being done in the publicly-sponsored programs of OHP, and may aso be collected in
the private insurance ream, there is not a statewide means of combining public and private
efforts.

Since the start of the Oregon Health Plan, Oregon has been pursuing methods for assessing and
reporting on the quality of managed hedth care. OMAP, as part of the origina waiver
requirements, has activities and processes to monitor, evaluate and improve quality and access to
healthcare.” These activities will remain in place to monitor the public side of the insurance
coverage expansion model.

" For more details, see “Quality of Care and Patient Care Status” at www.ohppr .state.or.us.
" For more information on OMAP and its quality monitoring, go to www.omap.hr.state.or.us
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There are private insurance requirements by state statute. Under Senate Bill 21 (1997), the Office
for Hedlth Policy and Research (OHPR), organized an advisory consortium, Oregon Health
Outcomes Network. Working in partnership with the Oregon Coadlition of Heath Care
Purchasers (OCHCP), the first Oregon community-based managed hedlth care performance
report was completed. The OCHCP conducted a survey using the Consumer Assessments of
Hedlth Plans (CAHPS) to evaluate what members and their employee groups think of the hedlth
plans they are in and the medical care they get. The Health Plan Quality from the Consumer’s
Point of View surveyed over 3,000 managed care health plan members, comparing 11 HMO's
and PPO’sin the Portland Metropolitan Area.’

The Oregon Hedth Outcomes Network also developed recommendations for clinical quality
measures, after a series of meetings, surveys and polls, prioritizing a short list of nine measures
from which the fina four measures were chosen. All of the measures selected were contained in
the Nationa Committee for Quality Assurance (NCQA) Hedth Plan Employer Data and
Information Set (HEDIS). By selecting these, it provided standardized definitions and data
collection protocols, increasing the opportunity to collect comparable clinical data across
multiple managed care health plans. The measures selected:

Preventive: childhood immunization and tobacco use
Chronic: diabetes
Acute: pregnancy care

Effective November 1998, each insurer offering managed hedth care insurance in Oregon is
required to report on these measures as part of its annual report on quality assessment activities
made to the Department of Consumer and Business Services (DCBS). It is till difficult to use
the information for straightforward comparisons.

The Oregon Coadlition of Health Care Purchasers (OCHCP) continues to build upon this past
work. It has incorporated the Leapfrog Initiative’ s quality approach into their members Request
For Proposal (RFP) for carriers.” OCHCP continues to champion quality through their Hedlth
Care Quality Corporation, working with the Oregon Diabetes Coalition to develop a compatible
diabetes tracking system throughout Oregon. The Public Employee’'s Benefit Board recently
used the OCHCP quality measures, including the Leapfrog Initiative, in their RFP for carriers.

As FHIAP develops standards for qualifying for subsidy, they lave an opportunity to include
quality measurements reporting requirements. Except for ongoing participation in other OHP
programs, past certification has had minima requirements. The federa government will most
likely require quality monitoring and assessment on the private side in order to receive matching
dollars such as is expected on the public side.

There are unique features of the private and public partnership that need to be considered as
work continues to implement the new expansion insurance coverage model. These include:

Larger or different public health role (i.e. state and county public health
departments)? How could it serve as a bridge in the gap between public and private

" Leapfrog Initiative information available at www.leapfroggroup.org.
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coverage quality monitoring? How can public health agencies provide a stronger
focus on both individual and community-based prevention efforts?

Mental health parity issues? Some of the subsidized plans won't have full parity in
comparison with current OHP. How will impact on health outcomes be assessed?

Affordability issues? With the addition of OHP standard, a plan with more cost
sharing, there are issues of affordability. Should Oregon measure the impact on
quality of care (and how)?

Ethnic and cultural issues? Are there additional potential cultural or linguistic
barriers that need to be monitored due to the new OHP Standard design? How can
outreach to vulnerable communities be improved?

Public versus private issues? Practices vary between the public and private sector in
measurement and collection of quality measures already. How can collaboration be
improved?

CHIP Too (Access Model)

Most safety net providers aready are Medicaid providers and therefore adhere to existing
methods for ensuring qudity. Currently,

Safety net providers who participate in OHP2 adhere to Title X1X standards.

Federdly Qualified Health Centers (FQHC) and Rura Hedth Centers (RHC) are
audited by OMAP for appropriateness of services.

FQHCs have federal clinica quaity audits.

Indian Health Services clinics have federa audits.

School-based hedlth centers adhere to “Oregon’s School-Based Health Center
Program Standards’” administered by the DHS Health Services Cluster.

The Joint Commission on Accreditation of HeathCare Organizations (JCAHO)
certifies some safety net clinics.

CHIP Too hopes to ensure additional quality of services by:

Increasing patient access to, and satisfaction with, the health care delivery system;
Providing well trained and credentialed staff that are culturally competent;
Delivering appropriate, comprehensive, and continuous clinical care;

Improving health outcomes of vulnerable populations; and

Eliminating disparities in access to quality care.

Some safety net providers do not have the administrative capacity to collect and report data in a
sophisticated fashion. In order to participate in CHIP Too, these providers will need to develop
administrative capacity so that data reporting is adequate to maintain accountability for the use of
government dollars and for determining the effectiveness of the CHIP Too program. It is
expected that a portion of the SCHIP and CHIP Too administrative allotment and/or the Oregon
Legidature's alocation of $2.2 million will be devoted to assist these providers in developing
infrastructure. In addition, the new Oregon Community Health Information Network (OCHIN)
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funded by a Community Access Program HRSA grant will improve safety net practice
management capability by building a statewide data warehouse. The warehouse will support the
collection and analysis of safety net services used to ensure continuous quality improvement
efforts.

4.12 How will the coverage program interact with existing coverage programs and State
insurance reforms (e.g., high-risk pools and insurance market reforms), aswell as
private sector cover age options (especially employer-based cover age)?

OHP2 (Insurance Coverage M odédl)

OHP2 will interact with al parts of the private and public health care system in Oregon. Public
coverage of categorically digible populations and other vulnerable populations (i.e., TANF and
GA) will remain the same. Oregon believes that the interest and attention paid to OHP2 will
generate additional categorical eligible enrollees.

Adults and couples whose incomes rise above 100% of the FPL will remain eligible for the plan
under OHP2. This is the largest group of individuals currently losing digibility. Some currently
covered will elect to not continue enrollment. Some of these individuals will remain uninsured,
choosing to depend on the safety net, although the total number of covered lives will increase,
likely decreasing safety net and emergency room care overal. It is likely that sicker adults will
continue enrollment in OHP Standard, potentially increasing the risk for OHP carriers while
continuity of care will improve, decreasing risk for OHP carriers. Utilization of safety nets for
care may increase. Use of prescription drugs, primary and preventive care may increase.

Oregon will be able to do more outreach to uninsured children, leading to a decrease in the
overall number of uninsured children. When parents have more continuous coverage it is likely
children will do the same. More pregnant women will have coverage; more women will continue
coverage after pregnancy due to expanded income digibility. Complications of pregnancy will
likely decrease and birth outcomes improve.

Oregon will be able to insure more people for less using employer contributions. FHIAP will
emphasize group coverage and de-emphasize individua coverage. FHIAP dollars will be used
more efficiently when combined with employer dollars. The Oregon Medica Insurance Pool
(OMIP) will stabilize enrollment because of FHIAP's emphasis on group coverage and the
availability of public individual coverage at higher incomes levels.

The individual market will stabilize but given current regjection trends may shrink in size and
present opportunities for new entrants in that market. The large group market will stabilize to
some degree as expansion reduces cost shifting and cost sharing reduces inappropriate use. The
small group market will continue turbulent. Some small groups may be stabilized as enrollment
rates increase with subsidies but guaranteed issue and age rating will continue to cause very
significant increases in premium. Legisation creating basic benefit approaches for small group
could help but further reforms will likely be needed.

" Twenty percent (20%) of FHIAP s currently in OMIP and almost half of OMIP enrollees have incomes below
200% of the FPL.
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Providers will evaluate the pros and cons of two different delivery approaches—a cooperative
community approach on the OHP/public side and a competitive, market based approach on the
private side. Employer based coverage will reflect the state of the economy not the state of health
reform. If the economy improves and competition for workers continues employer-based
coverage will be stable or increase. If those trends are not improving employer-based insurance
will decrease. Premium rates will be a factor; OHP stability and decreased cost shift will reduce
premiums. OHP2 will also help, but any changes due to OHP2 will be dwarfed by overall
economic conditions.

Focus on benefit options, public/private partnerships, and cost sharing will force Oregonians to
confront health care choices. The relationship between cost and coverage will be more overt.
Oregon will focus further on benefits as difficult tradeoffs will need to be made in the expansion
decision process. Concerns around cost and insurance coverage will be taken more serioudy as a
result and continued attempts at expanding coverage and reform of health care will continue.

CHIP Too (Access Model)

Acknowledging that some Oregonians will be without health insurance, a variety of stakeholders
including state government officias, designed CHIP Too, a complementary access coverage
model. CHIP Too program will not replace the OHP2 insurance coverage moddl; it will
complement OHP2 coverage. CHIP Too proposes to meet the needs of children eligible but not
yet enrolled in public insurance, with safety net clinics as the point of access to primary care and
preventive services.

In order to assure that those eligible but not yet enrolled n OHP2 are encouraged to enroll in
public insurance programs, safety net providers participating in the proposed CHIP Too program
will:

Promote and assist in OHP2 enrollment through culturaly appropriate education
regarding the importance of private and public health insurance;

Provide OHP2 dligibility screening;
Assist with the OHP2 application; and
Actively participate in outreach for OHP2

Safety net clinics participating in CHIP Too will make formal agreements to refer children, when
appropriate, to local speciaty outpatient care, outpatient surgery, and inpatient care. Secondary
and tertiary providers will refer uninsured children to the safety net provider.” If an uninsured
child, for example, inappropriately accesses an emergency department, the emergency
department provider will refer them to their local safety net clinic. Safety net services provided
to children who are dligible but not yet enrolled in publicly funded insurance programs will be
compensated by the State. In-patient care, for childreneligible but not yet enrolled, will continue
to be compensated through Medicaid retroactive digibility.

" For more details, see “ Community-Based Diagram” at www.ohppr.org/hrsafindex_hrsa.htm

Section 4: Final Report to the Secretary, October 2001 95


http://www.ohppr.org/hrsa/index_hrsa.htm

4.13 How will crowdout be avoided and monitored?

OHP2 (Insurance Coverage M odel)
States have used various strategies to prevent or reduce the occurrence of crowd out, including:

Trying to establish affordability of private coverage, using cost sharing mechanisms,
such as premiums, co-pays, and annual deductibles.

Requiring periods of uninsurance, or a “look-back period,” which may range from
several nonths to a year or longer.

Providing subsidies to employers or employees for purchase of insurance coverage.
Limiting the scope of benefit packages.®

The Office of Medical Assistance Programs (OMAP) has the functional responsibility for the
OHP and relies on the offices of the Adult and Family Services Division (AFS) to process OHP
applications and track any third party payment. AFS recelves notification about third party
payments from three sources. medica providers, followed by the AFS Child Support Services
Unit, and clients who call to relate their private insurance coverage.

One year following ingtitution of the SCHIP program in OMAP, an informal audit was
conducted by OMAP to assess occurrence of crowd out. There were not cost sharing aspects to
the program, therefore OMAP instituted a waiting period of six months of uninsurance prior to
enrollment in CHIP. The audit indicated that during a seven-month period in 1999, fewer than 30
people per month on average were denied coverage due to having private coverage at the time, or
within 30 days, of the application date.” At that time, income dligibility limits for SCHIP
children in Oregon were 133-170% of the FPL from birth to age six. Children from ages 6-19
were included with incomes from 100-170% of the FPL.

Upon approval of the expansion waiver, several crowd-out strategies will be ingtituted:

Subsidizing Employer Sponsored Insurance (ESI) coverage for low wage parents is
intended to increase the “take up” rate by ermployees who have been unable to afford
health coverage. By helping employees participate in the ESI, and making it possible
for employers to include dependent coverage, employers should improve their ability
to recruit and retain desirable employees. The experience from other states has shown
that at income levels under 185% of the FPL employers are not likely to institute
substitution of their health coverage with public programs’ coverage.

Cost sharing will be ingtituted under the new OHP Standard, decreasing the incentive
to move to public coverage. A reasonable benefit “bridge” from private to public
coverage is critical to the success of this strategy.

Flexibility around €eligibility will allow Oregonians the ability to choose private or
public coverage depending on a variety of factors, not just benefits.

CHIP Too (Access Model)

The Department of Human Services and the CHIP Too Advisory Committee will be responsible
for monitoring CHIP Too crowd-out as well as developing strategies to avoid it. It is ikely,
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however, that crowd out will not be an issue for the proposed CHIP Too model for severa
reasons.

CHIP Too outreach efforts will focus on OHP2 enrollment.

The proposed CHIP Too program only applies to primary care and preventive
services and therefore offers aless rich range of benefits.

Safety net clinics offering CHIP Too services have a schedule of discounts that may
involve more cost sharing for a patient than the OHP Plus.

CHIP Too is not a continuous coverage program. Children (or their parents) must reapply at the
time of each vigit.

4.14 What enrollment data and other information will be collected by the program and
how will the data be collected and audited?

OHP2 (Insurance Coverage Model)

If Oregon’s OHP2 waiver is approved, it will be necessary to collect data to show whether crowd
out is occurring. Relevant data derive from several public agencies:

Enrollment data—DHS agencies and funded programs that conduct digibility and
enrollment procedures with clients who qualify for OHP and SCHIP

Employee and Employer data—the Employment Department collects data on an
annual basis about Oregon businesses, employees and such information as type of
firms, their characteristics, wages and benefits provided, and profitability.

Insurance Industry data—the Department of Consumer and Business Services,
Insurance Division certifies insurers who do business in Oregon.

Enrollment and claims data:

The Department of Human Services (DHS) is the central agency for programs that provide
services to clients, including:

Oregon Medica Assistance Program (OMAP)

Adult and Family Services Division (AFS)

Senior and Disabled Services Division (SDSD)

Services for Children and Families (SCF)

Mental Health and Developmental Disability Services (MHDDS)

Oregon Hedlth Division (OHD)

Office of Alcohol and Drug Abuse Programs (OADAP).

All of these programs belong to the DHS Management Information System, but multiple
database systems exist. The exception is OADAP, which is in a combined Client Management
Information System (CMIS) with the Mental Headlth Division. Enrollment, disenrollment and
claims payment data for the OHP are reported to OMAP that maintains the main database on
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OHP client activity. OMAP prepares its biennia budget for the legidature using fiscal data from
those agencies that provide programs for OHP clients.

Employment data:

Employment data is protected by federa rules protecting the privacy of employers and
employees wage and tax information. Currently, the Employment Department (ED) conducts an
annual survey of Oregon employers that provides information on health benefits offered by
employers to employees. The Medica Expenditure Panel Survey (MEPS-IC) data will be used
for state to national comparison of employer and employee insurance status. The ED also has
regional offices where surveys and focus groups could be conducted to access particular specific
local information about characteristics and behaviors of employers and employees related to
health insurance benefits.

Department of Consumer and Business Services (DCBS):

The DCBS does not systematically collect data about the insurance needs of low wage, part time
or seasonaly employed persons. Domestic insurers, those who are insured under the laws of
Oregon, could be a source of data about insurance needs of employers and employees, in
partnership with the public programs. Providers and health plans aso provide data to OMAP.
Oregon could collect new information as a consequence of the restructuring of DHS and the
incorporation of community-based ddivery systems in several areas of the state. Primarily, data
about Oregon’s employees, employers, hedlth insurance coverage needs and access are provided
through national surveys, CPS and MEPS, in particular.

Itiscritical to identify “triggers’ and an aert system, to quickly reveal whether/when crowd out
is occurring. OMAP has constructed a rolling six- year table of the eligible Medicaid population,
which is in ninety-day increments® This alows DHS administration to project caseloads, and
provides OMAP with the capability to assess churning patterns and trends. Currently, there is no
data exchange about OHP clients on a regular basis with insurers, nor does that come under the
responsibility of DCBS to require the sharing of client information. Data that are available from
insurers are in aggregate form and include premiums collected, reserve money to pay clams, and
covered lives.

CHIP Too (Access M odel)

The State will collect utilization data and basic demographic information such as racial and
ethnic status, age, and family income through the billing form. The DHS in partnership with a
stakeholder advisory committee will consider other remaining data needs. The billing form shall
be submitted electronically athough accommodations will ke made for safety net providers
lacking the technology to submit electronically. The DHS will be responsible for receiving and
reviewing monthly and quarterly reports to determine if billing and OHP2 enrollment screening
clientsis being conducted appropriately.
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4.15 How (and how often) will the program be evaluated?

OHP (Insurance Coverage M odel)

In order to assess whether the waiver implementation has produced changes in the programs and
effectiveness of OHP delivery system, the program evauation plan will compare data from the
new OHP program and processes with results of most recent past studies. OMAP conducts
regular and informal studies in accordance with federa regulations. These evauations focus on
maintaining and improving access, improving quality of care, monitoring consumer satisfaction
and containing costs of providing health care for Medicaid and SCHIP populations. OMAP
monitors and evaluates these processes directly through contracts with Managed Care
Organizations (MCO) and by contracting with external organizations for specific evaluations.
The Quality Improvement Team at OMAP conducts annual reviews, both desk audits and on site
audits, of al MCOs, to measure access and quality of the delivery systems. One of the
requirements by HCFA is that state Medicaid agencies that use a managed care delivery system
have an External Quality Review by an independent, certified organization.

OMAP conducts other regular evaluation activities, including:

Consumer Assessment of Hedth Plans Survey (CAHPS) through a contracted
research organization;

Contract Performance Measures using HEDIS and other measures,
Encounter and Omission Data evauation from the contracted MCOs;

Government Performance and Results Act (GPRA) evauation of the immunization
rates,

Review of Sterilization and Hysterectomy utilization and informed consents for
compliance with HCFA standards.

Additiona evaluation components recommended include:

Improved access to the OHP—OMAP will compare encounter and enrollment data after
the waiver’s implementation to pre-waiver data. OMAP data tables have been designed to
allow trending of OHP enroliment and disenroliment activity on a rolling ninety-day
basis.

FHIAP—FHIAP manages its own database, and will be able to compare its enrollment
data with past enrollment figures. The evaluation plan should track the impact of various
funding sources including those from newly established entities: Tobacco Settlement
Funds Account, Health Care Trust Fund, and federal monies to subsidize purchase of
employer sponsored insurance by low income employees.

Empl oyer-sponsored insurance—Since the subsidized monies are intended to encourage
small employers to continue offering and others to begin offering coverage for their
employees, it will be important to assess their response to this initiative. Aggregate
enrollment data for targeted employees who receive subsidies will be available through
the Insurance Pool Governing Board (IPGB) that monitors enrollment in the private
insurance market for publicly subsidized employees. Data will aso be available for
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FHIAP members and OMAP's SCHIP program encounter/enrollments. It would be
helpful to access the Employment Department (ED) data on employers, but federal law
protects that information. However, since the ED prepares an annua report on
employment activity in the state, it might be useful to collaborate with the ED to add
rdlevant questions about employee take-up and refusa rates of ESl following
implementation of the waiver.

Outreach and education—t will be important for DHS agencies and FHIAP to inform all
targeted populations of new incentives to purchase insurance and/or to enroll in publicly
funded programs for health care/coverage. Outreach for Oregon’'s SCHIP program and
FHIAP has been constrained previoudly due to inadequate funding to meet the demand.
With implementation of OHP2, the state agencies can develop new marketing materials
to encourage enrollment. The HRSA grant will evaluate the effectiveness of these
outreach materials by measuring outcomes for increased family enrollments in private
coverage.

Increased application/enrollment of eigible Medicaid populations—OMAP will provide
annua and as-needed encounter/enrollment data to assess improved access and
enrollment for Medicaid populations in OHP2 for income levels. 0-50% FPL (adults),
51-100% FPL (adults); and 101-185% FPL (adults). These data would be monitored at
three-month intervas for comparison with previous enrollment data. Since there will be
some type of cost sharing by enrolleesin OHP2, the impact of cost sharing on application
and enrollment patterns needs to be evaluated. Data should be collected on Medicaid
applicants who either do not return forms, don’t compl ete the application, and those who
refuse participation for any reason

In addition, there has been concern about administrative simplification with regard to the
application and enrollment processes in DHS agencies. Changes made to the processes
and the effectiveness of OHP Medicaid enrollments for appropriate populations with
previous efforts will be compared in both outcomes and process evaluations.
Collaboration with DHS agencies is important to develop an adequate performance
evauation mechanism.

Consumer satisfaction—OMAP currently participates in the nationa CAHPS survey of
consumers of health care services through Medicaid managed care organizations. HRSA
and OHPPR have recently conducted public meetings to understand health care access
and affordability as experienced by consumers. The findings from these and other state-
wide meetings could help design an Oregon-specific consumer assessment, that could be
partnered with the outreach and education evaluation for a comprehensive, targeted
strategy to improve knowledge and utilization of hedlth care services in the state.

Audit—Although DHS is accountable for appropriate fiscal management of its agencies
and contracted organizations for federal and state health care programs, the actual audit
functions are housed in the Oregon Department of Justice (DOJ). OMAP, in particular,
works closely with the DOJ attorneys to provide data and information about potential
fraud and abuse of claims against the OHP. All staff are regularly updated on federal and
state regulations for prevention of fraud and abuse. The Quality Improvement Team in
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OMAP reviews the MCOs for proper encounter and claims payments, and reports
irregularities to appropriate fiscal staff at OMAP. An Audit team, which is housed out of
the DHS Director’s Office, works directly with the DOJ attorneys for adjudication of
claims problems. Monitoring and reporting evaluation of these activities in terms of the
influence of changes in the OHP delivery system will be needed following approval of
Oregon’swaiver(s).

CHIP Too (Access Moddl)

In order to determine if CHIP Too is encouraging OHP2 coverage while providing quality care a
formative evaluation will occur after the first year of its implementation. At the end of two years
of operation a more comprehensive and formal review of CHIP Too will be conducted. Although
the specifics of what and how CHIP Too will be evaluated have yet to be determined, OHPPR
will provide leadership in the evaluation design and implementation. OHPPR will evauate
strengths, weaknesses and make recommendations on a variety of components of the CHIP Too
model including program design, provider participation, effectiveness of outreach and linkages
to OHP2, and the array of services actually provided.

4.16 For each expansion option selected (or currently being given strong consider ation)
discussthe major political and policy consider ations that worked in favor of, or
against, that choice (e.g. financing, administrative ease, provider capacity, focus
group and survey results). What factor s ultimately brought the state to consensus on
each of those appr oaches?

OHP2 (Insurance Coverage Model)

All expansion options, both those selected and those not selected, were first weighed against
principles and assessed for their effectiveness in meeting policy objectives. When the Oregon
Health Plan was being conceived and designed a dozen years ago, a set of principles was agreed
upon. These principles guided the development of the OHP in the early 1990s, and policies
derived from those principles were made a part of HB 2519, the legidative authorization for the
OHP2 expansion. These policies, as listed in HB 2519 state:

1) The date, in partnership with the private sector, move toward providing
affordable access to basic health care services for Oregon's low-income,
uninsured children and families;

2) Subject to funds avallable, the state provide subsidies to low-income
Oregonians, using federal and state resources, to make hedlth care services
affordable to Oregon’'s low-income, uninsured children and families and that
those subsidies should encourage the shared responsibility of employers and
individuasin a public/private partnership;

3) The respective roles and responsibilities of government, employers, providers,
individuals and the health care delivery system be clearly defined;

4) All public subsidies be clearly defined and based on an individua’s ability to
pay, not exceeding the cost of purchasing a basic package of hedth care
services, except for those individuas with the greatest medical needs, and
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5) The hedlth care delivery system encourage the use of evidence-based health
care services, including appropriate education, early intervention and
prevention, and procedures that are effective and appropriate in producing
good hedlth.

Family coverage through Medicaid and CHIP Section 1115 waivers:

This option supports the policies identified above. An 1115 waiver offers the flexibility to reflect
the redlities of the marketplace and the family budget; this flexibility is lacking in such avenues
as state plan amendments under either CHIP or Medicaid. Oregon’s earlier &tempt to qualify
employer-sponsored insurance for federal match through a CHIP state plan amendment proved to
be a strategic error. HCFA interpreted Title 21 to mean that a person eligible for Medicaid must
go to Medicaid or forfeit federal match. Oregon was committed to informing al who might be
Medicaid eligible of the additional benefits and reduced cost sharing that program offers over
typical ESI. However, Oregon was not willing to tell families that had come forward seeking
assistance in affording ESI that for some family members the only practica recourse to
remaining uninsured was Medicaid. Just as important, inflexibility on benefits and cost sharing
under both Titles 19 and 21 supported the pursuit of an 1115 waiver in Oregon’s case.

In combining both CHIP and Medicaid in a single 1115 waiver application, Oregon will be
emulating the approach taken by Massachusetts in its attempt to integrate employer-sponsored
insurance and public funding under both Titles 19 and 21.

Research strongly suggests that children are more likely to receive the care they need when they
have the same health coverage as their parent(s). Splitting a family between employer-sponsored
insurance (ESI) for the parent(s) and Medicaid or Medicaid look-alike CHIP for the children
does not serve the best interests of improving the heath of those children. The significant
disadvantage to permitting parents to cover their children through ESI rather than Medicaid or
CHIP is that some children may go without services due to benefits not covered or because of
higher cost sharing. Oregon is assessing options to permit parents to move digible children from
subsidized ESI to Medicaid or CHIP. The premise is that coverage under any part of the OHP
(Medicaid, CHIP, FHIAP) should not trigger the “six months uninsured” provision since the risk
of crowd-out will aready have been addressed at the time of initia enrollment into the OHP.

Employer-sponsored insurance :

This option also supports the policies identified in HB 2519. Employer-sponsored insurance
(ESI) strengthens the state’s partnership with the private sector in expanding the number and
percentage of Oregonians with health insurance. More particularly, this option supports the use
of government subsidies to encourage the shared responsibility of employers and individuals,
and serves to clarify the roles and responsibilities of Government, employers, providers,
individuals and the health care ddlivery system.

Subsidizing ESI will make this form of coverage affordable to thousands more low-wage
employees and dependents. This will increase employee participation (or “take-up”) rate, which
may well decrease the incidence of employers deciding to stop offering coverage, especialy for
dependents. Maintaining (or even increasing) the incidence of employers offering dependent
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headlth coverage will help to prevent crowd-out (the substitution of government funding for
employer contributions to the cost of health coverage for workers and dependents).

The potential disadvantage of this approach i that in subsidizing the employee share of ES|
premium cost, a message may inadvertently be sent to employers that they will gain—and their
employees will not suffer—if the employer contribution is decreased. If this were to happen,
crowd-out would result since government subsidies would replace—dollar for dollar—Iost
employer contributions. Thisisthe rationae for setting a minimum employer contribution level.

OHP Sandard benefit package:
Oregon intends to develop a new benefit for those expansion eligibles who do not fal into one of
the Medicaid dligibility categories:

Aged

Blind

Disabled

Children

Pregnant women

Parents eligible for cash grant (TANF, GA)

In effect, the new OHP Standard benefits will apply to adults whose circumstances make it
reasonable to assume that they may be considered part of the workforce and are not “medically

OHP Standard has higher cost sharing and leaner benefits than OHP Plus (the very
comprehensive benefit package that resulted from Oregon’s rationing process). The OHP
Standard benefit package has not yet been finalized, but the following characteristics have been
suggested in Health Services Commission (HSC) discussions:

Little or no cost sharing for preventive and primary

Little or no coverage for vision care

Limited dental coverage

Significant cost sharing for prescription drugs (possibly with reduced cost sharing for

generic drugs)

Significant cost sharing for inpatient care

Limits on patient responsibility for cost sharing annually

This option supports two of the policies identified in HB 2519. It assures that public subsidies
will be applied to a basic set of benefits but with additional benefits for those individuals with
the greatest medical needs. Also, it supports the delivery system in encouraging the use of
evidence-based hedlth care services without positing that one size fits all when it comes to
benefits or cost sharing.
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CHIP Too (Access Model)

Governor John Kitzhaber, who remains solidly committed to health care for al of Oregon’s
children, supports the proposed CHIP Too waiver as it aligns with the Oregon Children’s Plan
that focuses resources on front-end prevention and treatment instead of after-the-fact
intervention. The goal of the Oregon Children’s Plan is to screen al Oregon children and b
provide followup support to those families who need and request it.

A variety of efforts supporting and strengthening Oregon’ s safety net have helped bring the state
to consensus on the CHIP Too approach. Oregon recognizes that al people don't value,
understand or appropriately utilize the health insurance model. The Oregon Health Council, the
primary advisory committee to the Oregon Health Plan Administrator, the Governor and the
Legidative Assembly, passed a Resolution that indicates even with the most committed efforts to
achieve universal coverage there are likely to be at least 5% of Oregonians without health
insurance.” The Resolution states that thousands of Oregonians, both insured and uninsured rely
on safety net clinics for their primary care and for referrals for speciaty and inpatient care. Y et
Oregon’s safety net clinics are in jeopardy of losing the revenue necessary to maintain needed
capacity to provide health care to Oregonians in racia, ethnic, and rura communities. Therefore
the Council recommended assuring adequate and consistent funding for the safety net system.

Oregon’s Committee on Health Care Safety Net Support organized themselves, in response to a
request from the Governor. Safety net providers and advocates united to address stabilization and
expansion efforts in order to continue to provide services to Oregonians who do not access the
OHP insurance system. The Committee prepared a unified voice for Oregon’s 2001 Legidative
session. To prepare for the sesson the Committee considered medically underserved areas,
health professional shortage areas, the locations of FQHCs (including migrant and community
hedth centers and healthcare for the homeless), School-Based Health Centers, Rural Health
Clinics, Indian and Tribal Clinics, Community-Based Clinics, and County Health Departments.
Furthermore, the Committee examined types of health care services as well as rates of
uninsurance by county. Committee members provided information regarding Oregon’ s safety net
and the needs of people without insurance to State Representatives and Senators. As a result of
the Committee’s efforts as well as the efforts of Oregon’s Office of Rura Health, CareOregon,
and the Oregon Primary Care Association, legidation was passed to:

Apportion $2.2 nillion to provide necessary financial support to the statewide safety
net;
Provide $3 million to School-Based Hedlth Centers;

Allot $9.2 million to implement a prospective payment system for reimbursement to
Federally Qualified Health Centers and Rural Health Clinics serving Oregon Health
Pan enrollees; and

Allocate $15 million to establish a foundation that will provide grants to rural
hospitals and clinics (excluding FQHCs).

" For more information on the Oregon Children’s Plan, see: www.gover nor .state.or .us/gover nor/hhsl p/ocp.htm
" For more detail, see the “ Safety Net Resolution” at www.ohppr.org.
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The Committee on Hedlth Care Safety Net Support continues to work with DHS on a remaining
goa to improve support for the safety net within the DHS. The Committee has requested that
DHS identify expertise to help sustain and strengthen the safety net. After a careful review of the
strengths and challenges of Oregon’'s safety net the Committee requested a safety net home
within DHS that:

Provides awide range of community building and financial tools,

Assures effective local planning efforts through catalysis, assistance, and
accountability;

Interfaces with State and Federal programs; and
Provides matching funds.

The Tri-County Communitiesin Charge (TCCIC)' project is another effort that contributes to the
support of CHIP Too. TCCIC received both planning and implementation support from the
Robert Wood Johnson Foundation. Partners for the TCCIC project include eleven community-
based clinics and three county health departments as well as local hospitals and health systems.
This urban coalition expends in excess of $12 million on the uninsured in each year. It isin its
second phase of development and aims to develop and implement a transition of the existing
safety net into an expanded and integrated system of care for the uninsured in the Portland
Metropolitan area. In order to accomplish this, safety net providers, advocates, and local and
state government officials are researching and designing:

A safety net authority to organize and govern the safety net system within the
Portland Metropolitan area.

An outreach and education program to promote utilization of the safety net and other
resources.

Additiondly, representatives from the Tri-Counties Communities in Charge project and Oregon
Health Action Campaign, Oregon’s chief health care advocacy group, worked with Portland area
hospitals to develop a uniform charity care policy and procedure for uninsured patients up to
150% of the FPL.

The Hedth Care Coadlition of Southern Oregon (HCCSO) was established in 1990 to promote the
health of low-income, working poor, and vulnerable persons in Jackson, Josephine, and Douglas
Counties, through brmalized systems of collaboration. HCCSO supports the unique role of

community based hedlth centers and public health services through the development and
implementation of comprehensive health care system and reducing barriersto care for vulnerable
populations.

These and other efforts from a multitude of hedlth care providers, advocates, and loca and State
government representatives have influenced the State’ s willingness to pursue CHIP Too.

" For more information, see www.co.multnomah.or .ug/health.
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4.17 What has been done to implement the selected policy options? Describe the actions
already taken to move these initiatives toward implementation (including legidation
proposed, considered, or passed) and the remaining challenges.

OHP2 (Insurance Coverage Model)

The 2001 Oregon Legidature passed HB 2519 in July 2001, calling for the preparation and
submittal of a Section 1115 waiver alowing Oregon increased flexibility on benefits and
eligibility. HB 2519 calls for a new OHP Standard benefit plan for Oregonians who are currently
eligible for the OHP only because of the current demonstration waiver awarded in 1994, and for
non-pregnant adults in the OHP2 expansion population. HB 2519 also calls for a balanced
approach to subsidies for ESl and for Medicaid and CHIP, with the family having substantial
latitude for decisions about which options are most appropriate for al family members.

This summer, Oregon held a series of community meetings across the state.” At these meetings,
Oregonians offered their insights and opinions on how the Health Services Commission should
decide which benefits are covered under OHP Standard, and on how much cost sharing is
appropriate for each benefit type, for families at various income levels. These meetings used a
public education presentation and small group discussion materias to stimulate discussion
focused on the appropriate benefits and cost sharing issues. Oregon will soon submit its Section
1115 waiver application to CMS. This application will request the latitude necessary to test the
policies set forth in HB 2519, and to implement a coverage expansion suitable for Oregon’'s
politica ethos, health care marketplace, and revenue picture. This application assumes an
implementation date of late 2002.

The challenges that remain in achieving the OHP2 expansion are:

Secure the necessary Section 1115 waivers
Maintain and build on the consensus and political will that made HB 2519 tenable.

Complete the design of the OHP Standard benefit plan and develop benchmarks
suitable for quaifying appropriate ESI benefit plans for subsidy

Adapt the current OHP delivery system to include the appropriate balance of
commerciad insurers, community-based health plans, and primary care case
managers/safety net clinics to serve the expansion population

CHIP Too (Access Model)

Oregon’'s safety net providers, advocates and government officials have been working diligently
to sustain and strengthen the safety net. The Oregon Department of Human Services submitted
an 1115 waiver request, CHIP Too: A Strategy for Expanding Access to More Uninsured
Children in June of 2001. To prepare for the CHIP Too program, an advisory committee
representing safety net providers throughout Oregon is working on a detailed policy and
procedure manual to ensure the program’ s successful implementation.

The Oregon Primary Care Association (OPCA) is a non-profit corporation whose mission is to
promote improved headth and hedth care for the people and communities of Oregon. OPCA

" The summary of the Public meetingsis located at www.ohppr.org/hrsa/index_hrsa.htm
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assures the availability of quality primary care, preventive services and clinicians and works to
improve accessibility and utilization of health services. OPCA developed an Access Gaps
Committee in December of 2000 to create a statewide picture of the gaps in access to primary
health care services and to develop strategies to fill in the identified gaps.

Oregon Community Health Information Network (OCHIN) selected Epic Systems Corporation
as its strategic information systems partner and is currently finalizing a contract for buying and
installing Epic's Practice Management System in Oregon's Community Health Centers. This will
be done Clinic by Clinic throughout 2002. OCHIN anticipates that 10 organizations will be
included in the initial phase of the implementation. Other safety net clinics have expressed
interest in participating eventually in the practice management system. After implementation of
the practice management system, OCHIN will begin:

The Data Warehouse Project in conjunction with the Health Services Cluster
An electronic medical record project

An electronic health project to create online eigibility, electronic billing,
Other appropriate improvements to Oregon's health safety net infrastructure.

These and other efforts are further preparing safety net clinics for CHIP Too and paving the way
for improved access to health care for Oregon’s children.

4.18 Which policy options were not selected? What were the major political and policy
consderations that worked in favor of, or against, each choice. What werethe
primary factorsthat ultimately led to thergection of these approaches (e.g., cost,
administrative burden, federal restrictions, constituency/provider concerns)?

OHP (Insurance Coverage M odel)

The following options were not selected:

Tax credits for either employees or employers
1931 Medicaid

Orthodox Medicaid expansion

Private market individual coverage

Individual mandates

The mgjor considerations working in favor or against each option (and the deciding factors)
were:
Tax credits:

In favor were the direct impact on equity and the direct connection with the
family/business budgeting process.

Against were the difficulties associated with refundable tax credits for individuals and
the administrative complexity of tax credits for both individuals and employers.

" See the Oregon Primary Care Association Web site for more informationwww.orpca.org.
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Deciding factors were political resistance and administrative complexity

1931 Medicaid:

In favor were the absence of a waiver application process and the availability of
budget or enrollment caps to assure that program costs would not outstrip available
resources.

Against was the fact that this approach cannot by definition include non-categorical
adults and would not permit the necessary flexibility on benefits.

Deciding factors were the excluson of non-categorical adults from eligibility and the
inability to provide flexibility on benefits.
Orthodox Medicaid expansion:

In favor was te streamlined nature of the process (no waivers and no significant
changes in igible populations except regarding income).

Against were the perversions and limitations inherent in Title X1X that took Oregon
to the brink of health care meltdown in the late 1980s.

Deciding factor was a compelling desire not to return to the 1980s.

Private market individual coverage:

In favor was the fact that FHIAP currently subsidizes individua insurance with high
enrollee satisfaction with the coverage thus obtained.

Against was the fact that commercia carriers feared that a substantial increase in
subsidies for individua insurance would cause a large enough increase in OMIP
enrollment to require sufficiently large across-the-board premium increases that
purchasers would be unhappy. Also, the cost of individual insurance creates concerns
about the value of this option for those without group coverage available.

Deciding factor was the likelihood that commercia insurers would not participate and
if they did the price to the state would be too high.

Individual mandate;

In favor was the increased likelihood that (nearly) all children could be insured and
that fewer Oregonians would draw down hedth care resources without having
contributed prior to the onset of illness.

Against was the political liability that mandates are unpalatable except when the case
for the common good is clear and compelling.

Deciding factor was the political resistance certain to be met.

CHIP Too (Access Model)

Oregon chose to pursue CHIP Too, an alternative and complementary coverage option for
children. This coverage strategy is a new approach to serving children who are difficult to enroll
in public insurance. CHIP Too is a limited approach to offer primary care and preventive
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services to just children, not adults. Oregon did not choose to include coverage for secondary
care and will continue to rely on retroactive enrollment at hospitals for inpatient care. After
CHIP Too is implemented and evaluated, Oregon may consider if incrementally expanding this
model to other populationsis a feasible and effective option.

419 How will your State addressthe digible but unenrolled in existing programs?
Describeyour State' s effortsto increase enrollment (e.g., outreach and enrollment
simplifications). Describe effortsto collaborate with partnersat the county and
municipal levels.

OHP2 (Insurance Coverage Model)

OHP2 will alow more of Oregon’s children and adults to qualify for insurance. Due to the
passage of HB 2519 and the DHS reorgani zation efforts, the specifics of outreach and enrollment
smplification have not yet been determined in regard to OHP2. In order to increase enrollment,
DHS branch offices throughout the state will continue to provide public insurance information
and digibility screening. Additionally, DHS has one hundred forty outreach facilities, which
include hospitals, County Health Departments and safety net clinics, who will be educated and
updated about the OHP2 so that they can help Oregonians apply and enroll. Due to FHIAP's
experience working with the private market, OHP2 outreach efforts will likely take on aspects of
FHIAP s marketing strategies.

The Oregon Primary Care Association (OPCA) leads severa projects designed to increase OHP2
awareness and enrollment for children and pregnant women. OPCA is working with out-
stationed eligibility workers, local and statewide media, the DHS Hedlth Services Cluster, and
community partners on outreach efforts targeted to reduce or eiminate barriers to health
insurance access. OPCA’s Street Teams is a public awareness campaign encouraging and
assisting in the enrollment of public insurance. OPCA, FQHCs and AmericaCorps work with
local school districts to increase awareness and enrollment of OHP2.

CHIP Too (Access Model)

In order for children eigible for OHP2 but not enrolled to receive quality and continuous
services, Oregon has created CHIP Too, a modified coverage option providing an additional
OHP2 enrollment strategy. CHIP Too is available when the parents/guardians of OHP2 eligible
children do not expeditiously enroll their children in the OHP2 program. Oregon recently
submitted an 1115 walver request asking to use a portion of its annua SCHIP dlocation to
directly fund health services received at qualified safety net clinics for uninsured children who
are eligible but not yet enrolled in SCHIP.

Safety net providers have outreach and marketing strategies as part of their services to the
communities they serve, but because CHIP Too strives to encourage OHP2 enrollment, outreach
efforts will focus on OHP2 not CHIP Too. To minimize administrative burden, safety net
patients will complete a simple CHIP Too sdlf-declaration form. The form will include
information about income and family size. Eligibility will be determined immediately at the
safety net clinic. This simplified CHIP Too process will be similar to that used by Oregon’'s
Family Expansion Program. A work group consisting of diverse stakeholders (including local
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and state government officials, advocates, and representatives from private not for profit clinics)
will determine the specifics of the smplified CHIP Too process.

CHIP Too acknowledges that insurance is not innately valued or understood by al Oregonians
and therefore provides additional support and education to convey the importance of coverage to
parents/guardians of lowincome children. CHIP Too provides primary care to uninsured
children until parents enroll them in OHP2. CHIP Too directs money to qualified safety nets
providing primary health care and preventive services to uninsured children who are eligible for,
but not enrolled in existing public insurance programs. Participating safety net clinics will
provide information, enrollment assistance, and digibility screening for OHP2. The safety net
providers will stress the importance of enrolling in and appropriately using health insurance to
their patients. The proposed CHIP Too program will not replace the OHP2 insurance coverage
model; it will compliment and encourage OHP coverage. If CHIP too demonstrates success,

Oregon may consider adopting this access-oriented coverage model to cover secondary care for
children and eventually including adults.
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Section 5:

ConsensusBuilding Strategies

51 What wasthe governance structure used in the planning process and how effective
wasit asa decison making structure? How wer e key State agencies identified and
involved? How wer e key constituencies (e.g., providers, employers, and advocacy
groups) incor porated into the gover nance design? How wer e key State officialsin
the executive and legidative branchesinvolved in the process?

OHP2 (Insurance Coverage M odédl)

Consensus building in Oregon is complex and dynamic. Oregon is proud of the progress made
during the last two decades in health care, much of it due to the ability of key leadersin the state
to build consensus about the importance of universal access, the tough choices involved and the
positive role private and public stakeholders can play. As political, health care, consumer and
business environments change, it is important to note that the effectiveness of consensus
strategies vary from one era to another era.

The Oregon Health Plan was created in the late 1980s because of a unique set of political, health
care, consumer and business circumstances. Leaders emerged in each sector who were able to
forge consensus within their own sector and across other sectors. The advent of term limits has
made consersus building difficult in the Oregon Legidature. Only a small number of current
Oregon legidators were in office when the Oregon Health Plan was created. During the next
legidative session there will be no legidators from that erain office if term limits remain.

Turnover in the health care industry is substantial. The average business tenure of a hospital
CEO, an insurance plan CEO, and an HMO medica director is al less than five years.
Substantial changes have occurred in Oregon business as high tech firms have flourished and
traditional Oregon industries have declined. The downturn in the nation's economy appears to be
more pronounced in Oregon than in other states. Consumer organizations have changed as issues
have evolved and other interests have influenced them. Despite these changes Oregon has been
able to keep consensus building regarding universal access at the top of its priority list.

Oregon's Legidature meets every two years. As a result Oregon moves through a biennia
decision cycle that begins at the end of each legidative session. The 1999 Legidative session
was a difficult session for the Oregon Heath Plan. Consensus was not reached between
executive and legidative branches. Legidation changing OHP was passed by the Legidature and
eventually vetoed by the Governor. Both Governor Kitzhaber and the Legidature were frustrated
by their inability to change benefits based on the prioritized list as a result of HCFA (CMYS)
policy. No agreement was reached on tobacco settlement funds resulting in accumulation of the
funds in trust. The OHP budget was approved at a maintenance level with moderate increases for
providers. Providers however were concerned that such increases in the past had not been
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distributed equitably and no policy change fad been made to ensure that would happen in the
future.

In Fall 1999 the Health Services Commission, the public body responsible for the prioritized list,
decided to organize Spring 2000 meetings to seek public input on the future of the Oregon
Health Plan The Oregon Health Council, the public body responsible for advising the Governor
on health issues, agreed on the need for public discussion regarding the Plan. In January of 2000
the Health Resources Commission, the public body charged with assessment of health
technologies, decided to focus on prescription drug issues.

In January 2000 Governor Kitzhaber outlined his priorities for the Plan in his " State of the State”
speech. His commitment to universal access was reemphasized. He made his interest in pursuing
benefits flexibility clear. Prescription drugs were identified as an issue of key cost and quality
importance. He urged a renewal of public/private efforts to solve the problems of the Oregon
Health Plan.

Sixteen public meetings were held in Spring 2000 to gather public input on the Plan. Over one
thousand Oregonians of diverse backgrounds participated. Oregon Heath Decisions collected
quantitative and qualitative data on the sessions. A telephone survey of more than 700
Oregonians was aso conducted to assess the public's sense of the Plan. The Office for Oregon
Health Policy and Research (OHPR) distributed a report on the sessions. A summary of key
Oregon Health Plan data was distributed to Legidators.

In September 2000 Governor Kitzhaber convened a Health Summit in Eugene, Oregon. More
than 450 invited participants from all sectors of the health care industry attended, from all parts
of the state and all segments of the population. Four panels reported on key issues—prescription
drugs, benefit approaches, delivery system approaches and financing issues. Governor Kitzhaber
provided an assessment of the current plan and his suggestions for reform, raised concerns that
the Oregon Hedlth Plan was in the midst of a significant crisis, and emphasized the importance
of areturn to the basic principles driving the Plan. The Governor committed to a statewide effort
to reach consensus on "saving the Oregon Health Plan™.

HRSA awarded Oregon funds to plan for strategies to pursue universal coverage in late
September. Governance for this planning effort was designed to complement many other OHP
groups working on strategy and design issues. Mark Gibson, the Governor's chief policy advisor
for health and human services chaired the Governing Body. Members of the body included
adminigtrators of the key state agencies providing health services, and representatives of key
private stakeholders—business, labor, consumers, physicians and hospitals. All state agencies
involved in the Oregon Health Plan were represented. This group met monthly with reasonable
attendance and participation. Given the success of our efforts it has been a useful mechanism for
discussion and direction regarding strategic options. Many individuals involved in the Governing
Body have played key roles in the progress of OHP proposals.

Supporting the Governing Body have been two panels—Technical and Policy experts and
Community Partners. The Technica and Policy expert panel was composed of key state
managers familiar with health care issues and private stakeholders interested in similar issues.
Participation was not as broad as hoped but those who participated did so consistently and
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provided substantial amounts of information and assistance in reaching the goals of the project.
The biggest challenge for the Technical and Policy panel was competing with other priorities for
time and interest. This was made more difficult during the Legidative sesson when virtualy all
resources were devoted first to legidative issues.

The Community Partner panel was not as successful. The HRSA Team was unable to
successfully define the role of the Community Partner panel in the context of legidative and
health policy activities. The legidative session, which ran from January-July 2001, made this
effort even more difficult. Most community participants have limited resources for such
activities. When the Legidature is in sesson their resources are focused on the session.

Competing activities and the uncertain role that this panel would play contributed to its lack of
SUCCESS.

The HRSA planning effort was successful in involving State officials and executive branch
officials but has struggled to involve legidators. Legidators have significant limits on their
ability to participate in such activities. Oregon legidators are citizen legidators, compensated
during the legidative sesson and for specific activities during the eighteen month "interim".
Legidators are provided resources for staff during session but not during the interim. All
resources during session are devoted to the session itself for good reason.

The typical legidative sesson in Oregon lasts six months and is marked by intense work
throughout. Interim staff resources are limited to full-time staff engaged in fiscal, revenue,
judicial and interim committee activities. Full time staff exist in each chamber for each party but
the number of issues these staff work on is large and requires significant prioritization.
Legidative staff frequently raised concerns that their efforts, by necessity, had to be focused on
issues specificaly directed from the 1999 Legidature, efforts having an immediate effect during
the interim, and organizational efforts in preparation for the 2001 session.

Concerns were raised that provision of any funds to legidative staff for salary or expense would
violate the separation of executive and legidative branches. The HRSA Grant initially proposed
to bridge this gap by hiring a "legidative liaison" to focus solely on the legidature. Severd
individuals were recruited and interviewed for this position. During this process there was
consistent feedback that such a strategy would be seen as lobbying by legidators and might have
the reverse effect desired. Ultimately the grant proceeded with minimal legidative involvement.
This is clearly an area for improvement if done again. In retrospect both the Community Partner
effort and legidative involvement were made much more difficult due to the occurrence of the
2001 Legidative session during the grant period.

The HRSA effort was only one of many efforts that were pursued to reach consensus. Governor
Kitzhaber met with hundreds of physicians and physician leaders throughout the state during fall
of 2000 and winter of 2001. These meetings and subsequent involvement of physicians at
multiple levels of discusson and decisiortmaking were integra in enlisting consistent and
persistent support among physicians for the Plan. Likewise the Governor met with hospital
leaders throughout Oregon. In particular he urged their support of the community oriented
Medicaid-only plans that have emerged in their communities. Hospitals played a stabilizing role
in key communities. Health plans were also included in multiple discussions as the larger plans
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considered withdrawa from the Oregon Health Plan. Agreements were reached alowing an
orderly withdrawa of mgjor insurers, which aso contributed to stabilizing the Plan.

Consumer and public participation in the process was promoted in a number of ways. The key
public bodies of the Oregon Health Plan met on a regular basis throughout the fall and winter
taking on key issues involving the Plan. The Health Services Commission focused on benefits
issues, the Health Resources Commission on prescription drugs, and the Oregon Health Council
on a variety d related issues, including the delivery system. Governor Kitzhaber organized
severa additional workgroups on key issues. A diverse group of policy experts developed a set
of key principles to reform the OHP. A second set of stakeholders, including legidators, was
organized to reach consensus on key issues during the Legidative session. State agency officials
and the Governor’s staff met often with key stakeholder groups OHP carriers, OHP medical
directors, advocacy groups, consumer groups, brokers, agents, businesses, purchasers. A similar
process was maintained for issues around prescription drugs—an issue of equal importance and
controversy for the Governor and state officias.

A series of public meetings are currently underway focused on benefits trade-offs.” The Health
Services Commission, Health Resources Commission, and Oregon Health Council are all
preparing for a busy fall and winter focused on the OHP.

House Bill 2519, passed at the end of the 2001 Legidative Session, established a decision
making framework for OHP reform and expansion in four parts of state government:

The Office of Oregon Health Plan Policy and Research will support the work of the
Health Services Commission in design of the benefit plan for the newly created OHP
Standard plan.

The Department of Human Services will oversee the Waiver Application Steering
Committee. This Committee will monitor the waiver efforts authorized by the
legidation including the designation of the benefit level.

The Department of Consumer and Business Services will oversee the Insurance Pool
Governing Board and its Health Insurance Reform Advisory Committee as it designs
private benefit packages to be subsidized by the Oregon Health Plan.

The Legidature will oversee the entire effort via the Legidative Leadership
Commission on Health Care Costs and Trends.

Efforts are underway to initiate and coordinate these four efforts. Stakeholders and government
are involved in these efforts, in some cases at multiple levels. We have come full cycle and in
many respects turned around the concerns that were raised two years ago. Much of thisis dueto
the multiple consensus strategies pursued.

" See Public Meeting Summary at www.ohppr.org/hrsa/index_hrsa.htm
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CHIP Too (Access Model)

Multiple state agencies,” including the Oregon Health Division, the Office of Medical Assistance
Plans and the Office of Oregon Health Plan Policy and Research, have been involved in the
decision- making process though no single state agency is entirely responsible for the safety net, a
concern raised by safety net organizations. The Department of Human Services is currently
evaluating a more focused approach that would relate to safety nets. The Oregon Health Division
has in particular taken the lead in helping to organize the safety net effort and the CHIP Too
waiver request. Much of this work has been done by staff familiar with both Medicaid and the
Health Division, suggesting the benefits of a single “organizational home” for safety nets. Safety
net and consumer advocates are represented in all decisionmaking bodies affecting the Oregon
Hedth Plan.

The CHIP Too proposal emerged as a recommendation from the Oregon Health Council and is
part of a series of successful collaborative activities. Safety net clinics, CareOregon, and other
public and private stakeholders have been able to collaborate to form Oregon Community Health
Information Network (OCHIN) and compete successfully for funds to organize information
systems. CareOregon, the state's largest Medicaid-only HMO, has successfully integrated safety
net clinics in its OHP ddivery system and provided organizational and financial resources to
safety net clinics. Communities in Charge, a program funded by the Robert Wood Johnson
Foundation, provides a forum for safety net operations in the Portland tri-county area to organize
strategies for universal access at community levels. These efforts al contributed to a more
organized and unified voice for safety net clinics to dtate agencies, the legidature and the
Governor's Office.

Safety net clinics have emphasized their willingness to provide more accountability and
predictability. They have demonstrated an ability to develop loca funding streams from counties,
school districts and other sources. This work was underway prior to the HRSA grant although the
grant has provided an important opportunity for safety net advocates and government agencies to
refine and further develop ideas. Safety net advocates formed the Safety Net Codlition. This
broad based group of advocates has become a critical mechanism for state and advocate
collaboration and planning. It will be an important vehicle in the future in this same role.

5.2 What methods were used to obtain input from the public and key constituencies
(e.g. town hall meetings, policy forums, focus groups, or citizen surveys)?

OHP2 (Insurance Coverage M odédl)
Multiple methods have been used to obtain input. These include:

Public forums in multiple locations in 2000 and 2001
Stakeholder meetings with diverse groups throughout the state

" The 2001 Oregon L egislature authorized reorganization of the Department of Human Services (DHS). The new
DHS Cluster includes these former separate agencies: Oregon Health Division, Office for Medical Assistance
Programs, Alcohol and Drug Abuse Programs, and the mental health functions of Mental Health and Developmental
Disability Services Division. Thisreport will refer to agencies as they were prior to the reorganization. Additional
information about the DHS reorganization can be found at www.hr .state.or .us/dhrinfo/futur e/org-proposed.html .
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Governor presentations to multiple stakeholder groups throughout the last two years
Governor's Heath Summit in September of 2000
Monthly meetings of health policy expertsin Portland and Salem

Telephone survey in 2000 and 2001; focus group studies in 2001; FHIAP study in
2001

Multiple public commission meetings on a monthly basis

Regular notices of events to Office of Oregon Health Plan Policy and Research email
and mailing lists

Participation in multiple conferences and community events by state officials

Web sites for HRSA, OHPR, Office of Medica Assistance Programs

Multiple meetings with agents and brokers

Multiple meetings with legidators by state officials and Governor

Participation in multiple groups pursuing universal access strategies

CHIP Too (Access M odel)

Safety net providers, state officials, loca officials and patient advocates are actively involved in
all CHIP Too efforts, hoping the efforts will lead to further involvement with rural safety net
clinics, OHP carriers and others. The plan is to conduct key informant interviews, focus groups
and stakeholder meetings in early 2002. An advisory committee is currently forming to
determine operational specifics of CHIP Too pending waiver approval. The advisory committee
will include FQHCs, rura hedlth centers, school based health centers, county health departments,
freestanding clinics and advocacy groups. The committee will work on eligibility process issues
in hopes of increasing coverage. The committee will aso work on streamlining claims, billing
and information processes. The impetus for CHIP Too has come from consumer and safety net
organizations that introduced the idea in the Oregon Health Council.

The Spring 2000 public meetings sponsored by the Office of Oregon Health Policy and Research
identified access problems, especialy for the eligible but not enrolled, as significant concerns.
During these meeting it was not unusua to hear concerns expressed that having heath plan
benefits was irrdlevant if there was no access to services for rural, ethnic and other populations.

The Oregon Health Council responded to these concerns through the resolution process.” The

Council meets in public sessions and continues to express consistent concerns regarding these
iSsues.

" See Safety Net Resolution. Salem, OR: Oregon Health Council; March 2001. www.ohppr .state.or .us
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5.3 What other activities were conducted to build public awareness and support (e.g.,
advertising, brochures, Web site development)?

OHP2 (Insurance Coverage M oddl)
Other activities have included:

Web sites have been developed although these have been difficult to coordinate and
keep current.

Multiple press releases have been coordinated with public meetings throughout the
state resulting in substantial media coverage.

Severd stakeholders have produced papers and/or proposals regarding the OHP and
distributed these.

HMO carriers devel oped a brochure regarding OHP and distributed it widely.

Providence Health System devel oped and funded an advertising campaign supporting
the OHP.

FHIAP, OMIP and IPGB have communicated to their members, agents, brokers,
carriers and others the potential changes in their approach.

CHIP Too (Access Model)

Oregon hopes that the attention and resources devoted to CHIP Too will result in more interest in
this aternative strategy from a variety of sectors. CHIP Too will be an effective outreach
strategy for eventual OHP coverage, providing a“bridge” at atime when parents are most likely
to consider coverage for their children. Oregon will be able to promote coverage and provide key
health services to the uninsured at the same time. This demonstration will provide another forum
for safety nets and the population they serve to work with the state to provide more organized
and comprehensive services.

Safety net providers and CareOregon have devoted considerable time and resource to
development of this option. The Communities in Charge program has held multiple community
forums, focus groups and stakeholder meetings to discuss similar approaches.

54  How hasthis planning effort affected the policy environment? Describe the current
policy environment in the state and the likelihood that the coverage expansion
proposals will be undertaken in full.

OHP2 (Insurance Coverage Model)

The HRSA grant has added to the volume and credibility of Oregon's policy work around
universal coverage. While Oregon has been an incubator for a variety of ideas during the last two
decades much has been learned from cother states. The planning grant has provided resources to
help Oregon evaluate its ideas. While the timing was a challenge because of the Legidative
session it aso provided a great opportunity and afertile environment for the HRSA grant. Much
of the work done has been cruciad in helping to focus decison makers and overcome key
obstacles (benefit analysis, cost-sharing analysis, FHIAP study). The comprehensive nature of
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the grant has alowed analysis of multiple models and development of two maor strategies.
Much of the information is yet to be "discovered” by policy makers. Thiswill likely occur as the
issues around the walver request and implementation "ripen”.

Oregon’s planning effort has contributed to the return of universal access to the forefront of the
Oregon debate. The planning grant has enabled Oregon to discuss ideas with other states and
with federa officials, externa to the waiver process and the political context. This has been
valuable in refining ideas and getting a sense of the concerns policymakers may have from a
distance.

The planning grant has significantly increased the health policy experience of a number of
individuals. Oregon has increased the number of knowledgeable individuas within the state, an
investment that will bear fruit for many years to come. Many of these individuas will move to
key planning and policy positions. For example, Lydia Lissman, the project's director for the first
eight months, moved to the position of administrator of the state's Senior and Disabled Services
Division.

Oregon is in the midst of organizing the work required for waivers related to House Bill 2519,
hoping to submit this waiver in early 2002 and believing it will be approved in some form.
Previous experience has taught that the waiver process is a negotiation and compromise process
for good reason. Two governments are attempting to reconcile different philosophies, cultures
and laws. A reasonable outcome is anticipated to these negotiations and eventual implementation
that will carry Oregon severd steps further toward universal access.

CHIP Too (Access Model)

The success of the organized safety net efforts have improved the credibility of the safety net
system, resulting in improved funding from the Legidature, and likely a more organized
approach by state agencies to safety nets. The success of CareOregon has led to more interest on
the part of OHP carriers to integrate safety net operations into their delivery systems. The
willingness of school based health clinics to participate in more accountable and predictable
efforts will enhance their credibility and stabilize funding for them. State and local funds are
available to provide state match if the waiver is approved. Safety net organizations have become
reliable participants in the policymaking process.

CHIP Too stands a good chance of being approved. This s, in part, due to a new administration
a the federa level headed by Tommy Thompson, a former governor. The Bush administration
has indicated it would be flexible in approving waivers. In addition Presdent Bush has
committed the administration to addition funds for community health center sites. This will
strengthen the safety net and provides a good complement to Oregon’'s strategies. Oregon
believes that even if, for some reason the CHIP Too waiver is not approved it will be possible to
implement a very similar approach through the Title 19 Medicaid program.

CHIP Too is afirst step, a demonstration, that Oregon can construct complementary coverage
and access models. If successful this first step can lead to additional communities, safety nets
and OHP carriers following the early adopters. This approach could work eventually for adults
and could eventualy include specialty physician and outpatient services. The focus is now on
demonstrating that we can be successful with this first significant step.
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Section 6

Lessons Learned and
Recommendationsto States

6.1 How important was sate-specific data to the decision-making process? Did more
detailed information on uninsurance within specific subgroups of the state
population help identify or clarify the most appropriate cover age expansion
alternatives? How important was the qualitative research in identifying stakeholder
issues and facilitating program design?

How important was state-specific data to the decision-making process?

State-specific data were extremely important, allowing Oregon to use multiple data sources to
create a coherent picture of Oregon's health care needs and to craft viable options. State-specific
data sources included:

Actuarial data, which alowed comparison of current Oregon Health Plan (OHP)
benefits to standard benefit packages for:

The Family Health Insurance Assistance Program (FHIAP)
Mandated Medicaid programs

State employees

I Typica commercia plans

m— m— —

This information—specific to Oregon—hel ped shape discussions about appropriate
benefit levels for expansion populations. The actuarial data enabled Oregon to move
from anecdote to state-specific data.

The FHIAP Study helped quantify FHIAP's impact on Oregon families. This
research confirmed the program's popularity, provided information about the best way
to structure subsidies and gave insight into ways to increase enrollment. It also
allowed better understanding of the needs of those waiting to enroll in FHIAP. For
example, people on FHIAPs Reservation List are very similar to uninsured
individuals awaiting access to Medicaid and many are at risk for significant health
problems. The FHIAP study provides data relevant to the low-income employed
population—such approaches result in significant improvements and are highly
valued.

The Oregon Population Survey 2000 (OPS), discussed in detail in Section 1 of this
report, provided the most accurate and detailed source of information about the
uninsured in Oregon In particular, county-level data are helpful in demonstrating the
impact of uninsurance to legidators and local decision makers.
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The Oregon-specific 1998 Medical Expenditure Plan Survey (Insurance
Component), discussed in Sections 1 and 2 of this report, was a principle data source
about employer-sponsored health insurance. In addition to MEPS data published by
the Census Bureau, the HRSA Team aso anadyzed MEPS data generated for the
Agency for Healthcare Research and Quality (Specia Run MEPS).

The datewide Household Survey provided key information about the relative
importance of health care issues compared to other issues facing Oregonians,
household experience in seeking health care, core values driving heath care
discussions, and support for various health insurance expansion and cost reduction
options.

Focus groups played an important role in our research and are discussed below in
relation to the importance of qualitative research.

Continuity and Turbulence in an Expanded Medicaid Managed Care Program,
The Oregon Health Plan Experience, a study funded by the Center for Health Care
Strategies through a grant from the Robert Wood Johnson Foundation, examined
continuity and turnover within the OHP.[, 2001 #203] Among its major findings
include identification of churning as a significant problem for the OHP; 38% of OHP
clients leave the program before a year has el apsed.

Did more detailed information on uninsurance within specific subgroups of the State
population help identify or clarify the most appropriate coverage expansion alternatives?

Yes. Section 1 of this report summarizes the findings, but in general, research on the uninsured
in Oregon pointed to the need to:

Improve safety net options (a large number of people digible for OHP remain
uninsured, and a significant number prefer to use safety net clinics even if insured);

Reach more children by expanding CHIP and offering simplified eligibility to low-
income children at safety net clinics through implementation of CHIP Too;

Expand eligibility to 200% of the Federal Poverty Level (FPL) for al adults, although
budget constraints have limited the expansion coverage to 185% of the FPL;

Find ways to increase the number of low-income individuals who receive health
insurance via their employer such as through use of premium assistance programs,

Consider portahility options; more than half of al uninsured are without insurance for
less than 12 months;

Develop strategies to provide health care to a higher proportion of racial and ethnic
minority populations as well as other underserved populations, e.g., implementing
CHIP Too, improving outreach; targeting appropriate employers; public education
about the value of health insurance; clarifying eligibility in relation to existing
immigration law.
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Concentrate on rura communities using multiple approaches—such as improving
outreach to employers, agents/brokers, and health care providers.

How important was the qualitative research in identifying stakeholder issues and facilitating
program design?

The qualitative research (focus groups with uninsured Oregonians, small employers, providers
and hedlth care administrators) played an important role. In general, much of this terrain had
already been explored, but individua voices and their stories give powerful, present-tense
meaning to abstract numbers. Local, state and federal decision makers need to hear such stories.
The qualitative research was also very useful in identifying issues such as cost-sharing
challenges among low-income Oregonians, especialy Hispanic and rura populations.

In addition to focus groups, the HRSA Team worked with the Health Services Commission to
organize a series of public meetings around the state to discuss cost-sharing tradeoffs and benefit

priorities. The meetings indicated support for the general strategy of funding expansion through a
reduction of benefits to certain groups.”

6.2  Which of the data collection activities were most effective relativeto resour ces
expended in conducting the work?

Perhaps the most effective data collection strategy was the appropriate use of secondary research.
The HRSA Team (and we suspect this is true of al the HRSA-funded sites) sifted through
hundreds of studies and policy documents. In addition the team met with nationa experts, with
state and community leaders in Oregon, and leaders from around the United States. There is no
faster way to generate or reject options.

Looking at Oregon’s original research, the four most effective data collection activities were:

Actuarial Analysis

Analysis of 2000 Oregon Population Survey
FHIAP Study

Public meetings

6.3  What (if any) data collection activitieswere originally proposed or contemplated
that were not conducted? What wer e the reasons (e.g., excessive cost or
methodological difficulties)?

Panel/Cohort Study: Oregon had proposed a series of four telephone surveys and two rounds of
focus group sessions conducted over a sevenrmonth period. The same group of respondents
would have taken part in al four telephone surveys. A sub-sample of this group would have been
recruited to take part in the focus group sessions. The study was magined as a way to track

" Section 1 of this report contains detailed i nformation about the focus group research; For the complete summary of
the Focus Group Study, see www.ohppr.org/hrsa.org/hrsa_htm
" For the summary of the Public Meetings, www.ohppr.org/hrsa.org/hrsa_htm
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opinions about options under consideration for achieving universal health coverage as those
options evolved. This study was not conducted. When it was put out to bid no contractors were
willing to take on the study. It was decided that the project as originaly conceived was too large
and too costly given available resources to complete in such a short time frame.

6.4 What strategies were effective in improving data collection? How did they make a
difference (e.g., increasing responserate)?

The Oregon Population Survey (OPS) researchers conducted sample extensions to increase
sample sizes for members of four ethnic/racia groups. African Americans, Asian Americans,
Native Americans and Hispanics. This strategy allowed for more accurate estimates of uninsured
rates for these target groups. In addition researchers stratified the sample by nine regions of the
state and collected data from at least 400 households within each region. By this means
meaningful sub-area comparisons and minimize sampling variance could be made.

The FHIAP research team completed two related surveys of FHIAP enrollees and FHIAP
reservation list individuals.” The surveys were administered by mail achieving a 72% response
rate for the enrollee group and 55% for the reservation list group. A number of strategies were
used to attain these results, including:

Use of cognitive testing to finalize questionnaires—Fifty FHIAP enrollees were
chosen at random, told about the project and offered $20 to complete a pretest version
of the questionnaire with a member of the research team present. Fifteen enrollees
agreed. During the pretest session, enrollees were asked to fill out the questionnaire
by themselves, then, question-by-question, they reviewed their responses with the
researchers. As a result, the questionnaire was improved, the quality of information
was enhanced and the response rate was boosted

Close collaboration with FHIAP Staff—The HRSA Team contracted with an
independent research firm to conduct the FHIAP Study, but also worked closely with
FHIAP administrative staff. The Team publicized the study, sent an announcement on
FHIAP letterhead and offered FHIAP's hotline number to anyone who wanted to
contact FHIAP directly.

Use of three-wave mail-return protocol —One week after sending the initid mail
survey a reminder postcard was sent. If there was no response, two weeks later a
replacement survey was sent.

6.5 What additional data collection activities are needed and why? What questions of
sgnificant policy relevance were left unanswered by the research conducted under
the HRSA grant? Does the State have plansto conduct that research?

While Oregon made significant progress via the HRSA grant, there is a need for additional data
collection activities. Examples include the need to learn more about cost-sharing, about changes
in utilization patterns that may be caused by changes in benefit design and about service delivery

" For the complete FHIAP study results, see www.ohppr.org/hrsa.org/hrsa_htm
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issues, especialy workforce/capacity issues, created by an increase in the number of OHP
participants. While the state may not be in a position to directly initiate data collection in all
these areas, Oregon certainly has a role. Additional data collection activities would assist
decision makers in understanding the difficult tradeoffs that arise from chosen strategies.

To date we have identified six projects that will add data to Oregon's planning efforts, and if
Oregon is successful in its waiver efforts other research projects will be initiated:

Additional Actuarial Research—Currently Oregon is applying actuarial models to an
adult FHIAP population in order to develop a commercia benchmark standard. This
work should be completed by November 2001.

Employer study—As ways to expand FHIAP are considered, additional information
is needed about employer contribution levels, benefit offerings and willingness to
work with the state to expand the employee-subsidy program.

The HRSA Team has initiated work on a case study of employers with high offer
rates but low take-up rates. This work will support a statewide survey of employers
that will help determine the best ways to increase FHIAP's enrollment via the group
market.

Study of Linkages between Safety Net Clinics and OHP Carriers—Even after
expansion of OHP, some Oregonians will still be without health insurance. For those
Oregonians the HRSA Team designed a complementary health coverage strategy, the
Access Moddl. It is tailored to meet the needs of those digible-but-not-enrolled in
public insurance and those who move on and off of public insurance. The Access
Model will facilitate enrollment of eligible Oregonians in the OHP, but aso
acknowledges that some people do not value or believe they need insurance.

The HRSA Team will interview local providers, hospitals, specialists, and safety net
clinics throughout Oregon to determine community willingness and capacity to adopt
an aternative coverage strategy like the Access Modd for the remaining uninsured.
In addition, this information will support Oregon's proposed CHIP Too program,
which is designed to use a portion of CHIP funding to provide primary care health
services to uninsured children seen at safety net clinics.

Analysis of Cost-Sharing in a StateSponsored Health Insurance Program—
Oregon plans to conduct a study in conjunction with Washington's Basic Health Plan
and the Yakima Valey Farm Workers Clinic, a large safety net organization
operating in both Washington and Oregon. Washington operates a plan somewhat like
Oregon's FHIAP, covering 280,000 Washington residents some of whom participate
in cogt-sharing. This population includes individuals who receive care through a
safety net organization as well as those who are enrolled with a variety of carriers and
includes both Washington and Oregon residents. The analysis of data from a
significant sample of similar Oregon and Washington populations engaged in cost-
sharing would help to clarify how cost-sharing is handled by lowincome individuals
and provide additiona guidance for implementing the decison of Oregon's
Legidature.
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A Ten Year Analysis of Oregon’'s High Risk Pool (Oregon Medical I nsurance Pool,
(OMIP)>—Oregon's high risk pool has covered more than 29,000 individuas in the
last ten years. However, concerns exist about OMIP's future, the stability of the
individual market and the appropriate role of public subsidies in that market.
Currently, OMIP is funded through purchase of coverage by individuas, by
employers, and by assessments on insurers based on an insurer's total market share.
While OMIP has been a key sabilizer of the individua market, insurers have
expressed concerns about possible increases in their OMIP assessments. Since
assessments are based on the number of OMIP enrollees, FHIAP subsidies to high
risk individuals would increase the pool and, under the current system increase
assessments. In addition, the rgjection rates in the individual market have recently
doubled.

All these factors suggest the need to know more about the high-risk pool. Identifying
the source of increased enrollment will be particularly important in creating strategies
to stabilize OMIP and the individual market. Oregon a so expects to analyze trendsin
rates and utilization over OMIP's ten-year history.

Portability Options—Since many low-income Oregonians have temporary lapses in
insurance, Oregon would like to explore how to create 'bridge’ coverage (for example,
viaan expansion of Transitional Medicaid or by subsidizing portability insurance).

6.6 What organizational or operational lessons were learned during the course of the
grant? Has the State proposed changes in the structure of health care programs or
their coordination asaresult of the HRSA planning effort?

What organizational or operational lessonswere learned during the course of the grant?

Strategies for health care reform can be incremental or broad based. Current political, market and
resource constraints make broad based reform unlikely. Expanding hedth care coverage
competes with other health issues including mental health reform, broad based socia needs of
children, the need for improved reimbursement for current providers, and access problems. The
issue of access was raised consistently in coverage discussions. In many areas of Oregon the
number of providers and/or willingness of providers to see Medicaid patients took precedence
over discussion of strategies to expand coverage. Oregon believes that such complexity is best
managed by careful incremental change.

Multiple forces interact with coverage and access strategies. The overal economy of the state
has a critical influence on employer financing and government financing of health care. The
competition for workforce has a magor impact on the provison of heath benefit plans by
employers. A variety of factors impact workforce issues for health care providers. These forces
may have little or nothing to do with universal coverage or even health care in general. Universal
coverage strategies need to be flexible enough to respond in some way to these forces.

Previous attempts at reform need careful and honest evauation. Oregon's attempts at an

employer mandate, for example, failed for very specific reasons. The circumstances leading to
this outcome remain. No resources were expended pursuing this option. Oregon's prioritized list
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resulted in significant savings initially and was limited eventually by federal concerns. Analysis
reveals that the Prioritized List continues to be the source of significant savings, yet the
prioritized list is not likely to be an acceptable mechanism for further benefit changes. The
decision to retain the list but leave the level of benefits the same was made, allowing focus to
shift to other benefit strategies.

Successful strategies require substantial planning, communication with multiple stakeholders and
patience. The OHP2 strategy has evolved as part of amost 20 years of reforms inspired by
Governor John Kitzhaber. The CHIP Too strategy is very early in its development and
dissemination. Visionaries, planners, and implementers all play separate but important roles in
these efforts. It is unusua for a single person to have al of the necessary perspectives, resulting
in the need for effective teams to emerge. Ingtitutional preferences are difficult to overcome
leading to frequent racial, gender and other socia biases. Even when hundreds of people have
been involved it is dmost certain that important stakeholders will have been left out.

Safety net providers need to be included in planning efforts, on many fronts and in multiple
levels of conversation. Safety nets need support and encouragement to become more organized,
accountable and predictable in their operations. They need to become better integrated with other
safety nets and with the traditional delivery system. In order to better support the safety net and
ensure that Oregon’s uninsured have access to quality health care, the State is considering what
support it can provide to complement efforts to organize, integrate, and strengthen Oregon’s
safety net. The Oregon Hedlth Division (OHD),” Office for Oregon Health Policy and Research,
and Oregon Medical Assistance Program (OMAP) are currently working with the safety net
community to explore the idea of a State safety net office.

Multiple and persstent efforts are needed to communicate heath care strategies to the
stakeholders involved and © the public. Multiple forums are needed to carry this out. Public,
private, formal, informal, business, legidative and consumer strategies all must be employed. A
campaign emphasizing the importance and availability of insurance as well as the changes
resulting from OHP2 is key to its successful implementation. A communications program that
includes statewide advertising, public relations events, and grassroots community outreach are
needed to assist in educating Oregonians about OHP2. The lifespan of any single effort may be
limited, useful for only a limited time or a single task. When an effort is not working it needs to
be discontinued and replaced by a more constructive strategy.

Connections between public and private approaches are essential but particularly challenging.
Often visions and philosophies clash. Patience and persistence are needed. For example,
selection of the sickest enrollees is a desired attribute of public approaches but is counter to the
success of private insured approaches. When public programs work to interface with the private
sector the stakes are high for all.

" The 2001 Oregon L egislature authorized reorganization of the Department of Human Services (DHS). The new
DHS Cluster includes these former separate agencies: Oregon Health Division, Office for Medical Assistance
Programs, Alcohol and Drug Abuse Programs, and the mental health functions of Mental Health and Developmental
Disability Services Division. Thisreport will refer to agencies asthey were prior to the reorganization. Additional
information about the DHS reorganization can be found at www.hr .state.or .us/dhrinfo/futur e/org-proposed.html .
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Has the State proposed changesin the structure of health care programs or their coordination
asaresult of the HRSA planning effort?

The HRSA planning grant provided key resources for the development of strategies Oregon is
pursuing. Work around benefits, employer-sponsored issues and access issues would be far less
sophisticated without the HRSA resources. Oregon understands coverage issues far better
because of these resources. Oregon also understands the need for better coordination between
safety net clinics and other parts of the health care delivery system and has begun to put the ideas
of public/private partnerships into action.

Safety net providers, government officials, and health care advocates nationally and throughout
Oregon are examining the safety net’s role in the health care delivery system. They are sharing
expertise and resources to develop a strategic plan to stabilize, strengthen, and expand the safety
nets ability to provide access to quality hedth care to the underserved. An Oregon proposed
strategy, the Access Model, would provide access to hedlth care for the uninsured, as well as
assists the safety net in stabilization and expansion efforts. The Access Modd encourages and
assists with enrollment in OHP2 while offering compensation to the safety net for care provided
to children who are eligible for the OHP2 but not enrolled.

The Access Modd would not replace the OHP2 insurance coverage model; it would complement
it. The safety net would encourage enrollment into insurance plans through outreach, culturaly
appropriate education regarding private and public insurance, OHP2 €ligibility screening, and
assistance with the OHP2 application. For those eligible individuals who do not enroll in OHP2,
the safety net could be the point of primary care access. The safety net would have formal
relationships with secondary and tertiary service providers in their community to ensure
comprehensive and integrated health care. Furthermore, secondary and tertiary providers could
refer uninsured patients to the safety net. Safety net services provided to individuals who are
eligible but not enrolled in publicly funded insurance programs would be compensated by the
State, through the CHIP Too waiver. For those categorically eligible but not enrolled in OHP2,
in-patient care would continue to be compensated through a Medicaid retroactive payment or
“hospital hold” policy.

The Access Moddl, a limited and interim coverage option ensuring access to health care, would
be implemented in three phases. The first phase would be implementation of the proposed CHIP
Too waiver. The CHIP Too waiver proposes to financially compensate safety net clinics for
health care services provided to uninsured children eligible for SCHIP who cannot or will not
enroll in pubic insurance programs. The second phase would provide secondary and tertiary care
to Oregon’s children living in families with incomes below 185% of the FPL. The third phase of
the Access Model would be the integration of primary care and preventive services for adults
below 100% of the FPL. The Access Mode will not replace the OHP2 insurance coverage and
will be closaly evaluated to ensure its effectiveness.

In order to assure accountability and quality as well as evaluate if the Access Modd is an
effective interim coverage option, the HRSA Team proposes that the Access Mode require
participating safety net providers meet criteria to become an Oregon Qualified Health Center
(OQHC). An OQHC will meet standards similar to, but less stringent than, those of a Federally
Qualified Health Center (FQHC). It is likely that OQHC criteria will be smilar to qualified
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health center standards set by Maryland, West Virginia and the District of Columbia. Oregon’s
Department of Human Services (DHS) recently hired someone to explore the OQHC concept.

Because of the HRSA planning effort, additiona attention, time and resources were put into
disseminating these ideas and related information to stakeholders. The HRSA planning effort
came at a perfect time, coinciding with Governor Kitzhaber's last legidative session, with a
significant transition of the Oregon Health Plan, and with multiple community efforts to
understand and improve coverage and access strategies. These efforts include the Tri-Counties
Communities in Charge project and the study of enrollment completed by the Center for
Outcomes Research and Education (both funded by the Robert Wood Johnson Foundation).
Exposure to other states was crucial to Oregon's thinking and was helpful in convincing Oregon
stakeholders that many ideas were worth pursuing. The HRSA planning effort helped develop a
realistic appraisal of Oregon's current situation and potential strategies.

6.7 What key lessons about your insurance market and employer community resulted
from the HRSA planning effort? How have the health plans responded to the
proposed expansion mechanisms? What were your key lessonsin how to work most
effectively with the employer community in your State?

What key lessons about your insurance market and employer community resulted from the
HRSA planning effort?

Please see Section 2 of this report for a detailed description of our findings on employers, and
Section 3 for a description of the health care marketplace. However, key lessons include:

Insurance Market:

Risk selection remains a powerful force for insurance success. Selection may be a
bigger issue in Medicaid than overall reimbursement levels. It is easier to be good at
risk selection than managing care. Competition is a fact of life on the private side.
Public programs can compete with private insurers and create another competitive
playing field for them.

Communities are suspicious of insurers regardiess of profit or not-for-profit status.
Communities want resources devoted to a community to stay in a community.
Mergers and acquisitions raise concerns particularly as influence of local governance
islogt.

Marketing strategies work to encourage lower risk people to purchase insurance.
Government programs should get better at marketing their "products.”

Employer Community:
While national data suggests employers are maintaining contribution levels, anecdotal

Oregon information suggests a recent decline. Current premium increases in Oregon
may be larger than the rest of the country after years of being among the lowest. Asa
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result employers are under a great deal of pressure and willing to entertain new cost
saving approaches.

Employer—based insurance keeps pace with demographics—the population grows, the
economy grows. Thisis not necessarily the case with public programs.

Employer contributions to employee health insurance vary a great deal depending on
the type of firm. It is estimated that at least 25% of employers contribute 45% or less
for family coverage. The overal average percent contribution is not a useful measure.

A significant, and possibly growing, number of employees are offered ESl but refuse
coverage. The cost of family coverage is an especidly large burden on low-income
households.

Purchasing aliances till need to demonstrate a benefit.

Employers tend to like employee subsidy programs if they are administratively
simple and equitable.

How have the health plans responded to the proposed expansion mechanisms?

Oregon has a unique health plan delivery system that is still evolving. These changes are
summarized in the Report of the Access Subcommittee of the Oregon Health Council.”
Traditiona commercia insurers and HMOs have largely retreated from the Medicaid market.
Community-oriented Medicaid-only HMOs have emerged to take their place. Almost al of these
plans are provider owned and/or dominated. Virtualy al Medicaid markets with more than
5,000 enrollees have community oriented plans. Smaller Medicaid markets do not have such
plans and as a result have experienced even more turbulence than the Medicaid market as a
whole.

Health plans, both Medicaid and traditional, have expressed concern and interest about proposed
coverage expansion strategies. Selection, reimbursement, crowdout, competition, and
administrative complexity have emerged as important issues.

Medicaid health plans:

Urged the state to consider cost-sharing to help control costs, but have also expressed
concern about the selection pressure that some cost-sharing mechanisms, particularly
premium increases, may cause. Administering cost-sharing will also create
administrative expense.

Have expressed interest in expansion since more dollars would come to plans as a
result helping to stabilize administrative functions and risk.

Have raised concerns regarding group and individual private market expansion since
resources would not go to them and potentially would reduce resources over the long
run and affect selection.

" See www.ohppr .state.or.usfor this report.
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Are concerned that cost-sharing would affect already complex reimbursement
relationships.

Privateinsurers:
Have expressed concern regarding crowdout due to public expansion.

Are concerned about the effects of expansion on the individual market especidly asit
relates to potential selection issues and an increase in assessment for the Oregon
Medical Insurance Pool—the high-risk poal.

Have concerns about the future of the current Medicaid carriers, both as potentia
competitors in the private market and as a source of cost shift if the Medicaid market
is further destabilized.

The last concern is one also shared by physicians and hospitals, concerned that resources for
expansion may mean inadequate resources for reimbursement to providers. Oregon providers,
particularly physicians, feel strongly that current resources are insufficient to insure long term
stability. Data is available to support their concerns. All the health plans have expressed concern
about the ability of the state to control costs within Medicaid, particularly prescription drug
costs. Changes in Medicare fee for service and Medicare HMO reimbursement have very
significant affects on Oregon providers. Oregon has low Medicare reimbursement levels
compared to other states. Medicare reimbursement encourages inefficient delivery systems and
pendizes efficient ones. States like Oregon have more difficulties competing for physician
manpower as a result. Oregon hospitals are more vulnerable and less able to absorb Medicaid
losses. Medicare dso has deferred responding to financing prescription drug benefits. In a
variety of ways this exposes states, their health plans and their providers to risk and financing
obligations that the federal government should play more of arolein.

Oregon has responded to these concerns by organizing multiple efforts to involve health plansin
the decision making process. It is likely, for example, that as aresult of the above concerns there
will be no expansion of the individual private market. Specific enrollment targets will be set in
order to apportion resources between private and public coverage efforts. Multiple efforts are
underway to stabilize costs especially around prescription drugs. Flexibility around benefits will
be particularly important since this will reassure providers that other mechanisms are potentially
available to stabilize Medicaid than limiting enrollment or limiting reimbursement.

Oregon has communicated its concerns regarding Medicare reimbursement to the federa
government—to legidators, to the administration and in the courts.

CareOregon, a Medicaid-only managed care plan, is a supporter of the CHIP Too option, in large
part because of that organization's mission. Safety net organizations range from interest to
caution. CHIP Too should reduce cost shift and risk in acommunity. Some communities (such as
Bend, Oregon) do not currently have many safety net resources and remain unsure of any future
role.
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What were your key lessonsin how to work most effectively with the employer community in
your State?

Oregon has enjoyed a good relationship with employers over the last 20 years of health reform.

Important lessonsinclude:

The needs and concerns of large, medium and small employers are separate and
distinct.

Agents and brokers play an important role in coverage expansion. They are an
effective means of educating and informing the public. They reach a different
audience in different ways than government does.

Cost shifting to employersis an important issue. Oregon employers are very aware of
the specific impact of the cost shift on premiums ard the decrease in premiums that
has resulted from Oregon's successes.

The economy and workforce competition greatly impact health insurance coverage
and benefits. Employment-based insurance is a more efficient means of keeping pace
with population growth but responds to larger economic forces.

Business and labor must be included in al discussion of universal coverage strategies.
Each brings a unique vision and philosophy that helps focus the public/private
discussion.

6.8 What are the key recommendations that your State can provide other States
regarding the policy planning process?

Key recommendationsinclude:

Be as inclusve as possble—invite all stakeholders, al political viewpoints.
Physicians and consumers are particularly important now and may offer opportunities
for collaboration. The people who receive care, the people who provide care and the
people who pay for care should all be involved. Even within seemingly homogeneous
stakeholder groups there are differences that emerge. For example, consumer groups
are developing significantly different and evolving attitudes regarding prescription
drug issues.

At least in the near term, states will continue to have significant numbers of
uninsured. Both an access model, CHIP Too, and a coverage/insurance model, OHP2,
are needed to effectively complement one another. The safety net, public sponsored
providers and private providers can work together and complement each other.

Be focused on a goal; be flexible on how to get there. Ownership of the goal and the
strategy is important to success. Without sufficient flexibility and agreement on the
god there will be insufficient ownership.
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Accept incremental change. There is currently substantial agreement on goals around
universal access/coverage. There is substartial diversity around strategies to achieve
universal coverage. Agreement is more likely on pieces of the strategy, which will
build trust. Astrust grows, leaders will emerge.

Acknowledge what is not working and change it. Often agreement on what is not
working is easier than agreement on what is working. Changing what is not working
creates opportunities to form coalitions and can provide resources for successful
approaches.

Acknowledge larger forces that may explain success or failure. Some of Oregon’s
successes were related to a great economy and to managed care. Some of Oregon’s
struggles are likewise related to forces having little to do with key OHP strategies.
Acknowledging these factors improves your credibility.

Identify champions and rely on them (if you are lucky, the Governor will be your
champion). Work with your critics and respect them. The taxpayer needs to see both
to feel comfortable that resources are being used wisdly.

Understand the information you have and use it repeatedly—it takes a while to sink
in. Those who work in health policy understand the information much better than
those who see it for the first, second or even third time. Information needs to be
presented in multiple mediums and in varied contexts to be accepted as important by
the diverse stakeholders who need to support the strategy. Information needs to be
really well understood in order for others to use it. That dissemination of information
iswhat really builds support.

Information should include compelling individua dories. These stories help decision
makers listen, to identify and place information within their own lives. Individual
stories create responsibility and accountability. They put information and decisionsin
context. The uninsured do not tell their stories effectively. They are a diverse group--
many are embarrassed by their inability to insure themselves, many are angry, many
prefer to be uninsured and some don’'t care. Helping to share their stories is a
worthwhile effort.

Any success is temporary. Success amost always causes some to be concerned that
your success was a their expense. Promoting your success may be interpreted as
promoting their failure. Many speciaists have alienated primary care physicians and
many primary care physicians have done the same. The first question that should be
asked in a successful strategy is how those not involved can be included in the next
round.

Urge stakeholders to be moderate in their expectations when successful. There is
always a reaction to success that moderates the impact. A goal of “universal” is much
more challenging than the usua business or government goal. There is aways more
to do, more codlitions to build, more understanding and support to encourage. You
will likely need those who disagree with you to achieve a goal of universad
access/coverage.
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Plan for transition, succession, and cycles. Trandtion is constant. Success may
increase trangition. The degree to which transition strategies are apparent stabilizes

strategies.

Learn from other states—study their mistakes and thelr successes. Anticipate
differences and adjust your approach to compensate. Knowing what has been tried
elsewhere improves your credibility. However most successful strategies don’t work
the first, second or sometimes third time. Don’t be afraid to try again in a different
way or at adifferent time. Windows of opportunity are important for success and may
be the reason for a state’ s success or failure.
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Section 7

Recommendationsto
the Federal Government

7.1  What coverage expansion options selected require federal waiver authority or other
changesin federal law (e.g. SCHIP regulations, ERISA)?

Oregon is pursuing two coverage expansion options:

OHP2 proposes more flexibility around benefits, igibility and benchmarks for
benefit and contribution levels by employer-sponsored insurance; and

CHIP Too proposes that children who are eligible but not yet enrolled be provided
primary and preventive services through safety net clinics while coverage options are
pursued.

Oregon intends to apply for waivers for OHP2 under the newly formulated Health Insurance
Flexibility and Accountability (HIFA) Demonstration Initiative in order to secure federal
financial participation for the Oregon Health Plan expansion outlined in House Bill 2519, passed
by the 2001 Oregon Legidature. HIFA offers revised guidelines for section 1115 waivers and
portends increased latitude for states interested in offering families their choice between publicly
sponsored hedlth coverage programs like Medicaid and CHIP, and subsidies for private
insurance such as those available through Oregon’'s state-funded Family Health Insurance
Assistance Program (FHIAP).

For OHP2, Oregon believes that it is more reasonable to seek HIFA 1115 waivers under
Medicaid, rather than seeking HIFA 1115 waivers under CHIP. This will obviate the need for
waivers under both Titles of the SSA, and will also mean that the expansion program design can
be smpler and more feasible to implement and operate. Our approach will be as follows:

Oregon’s CHIP coverage program will operate as it currently does, offering the same
health plans and benefits as the OHP Medicaid demonstration project begun with
1115 waivers awarded in 1993 (see below for explanation of CHIP Too).

Oregon’s Medicaid program will remain as it is under the current OHP Medicaid
demongtration for the following populations, with hedth plans and benefits
unchanged:

Aged

Blind

Disabled

Pregnant women

Children

— o ) o —

Section 7: Final Report to the Secretary, October 2001 134



—\

Parents in TANF (cash grant) families
I Adults receiving General Assistance

Oregon will seek waivers alowing the creation of a second benefit plan that will
apply to “new eligible adults.” Savings from this new benefit plan will be applied to
expansion for the categoricaly eligible, CHIP, and “new eligible” adults.

FHIAP group coverage and individua insurance will be qudified for federal match
through a benchmarking process whereby each employer-sponsored insurance (ESl)
benefit package will have to meet or exceed a set of benchmarks testing both benefits
and cost-sharing.

FHIAP insurance will pass a cost-effectiveness test in order to assure the federal
government that it will be spending no more in the aggregate on FHIAP coverage
than it would have spent on the alternative public sponsored coverage (Medicaid or
CHIP).

This approach will require waivers of Title XIX for both benefit and eligibility. Oregon isin the
process of identifying precisely which parts of Title XIX will need to be waived to make the
proposed OHP expansion feasible.” No exemption of ERISA will be required since Oregon’s
proposal does not include an employer mandate and will not attempt to impose requirements on
sdlf-insured employers.

These changes would enable states to offer workable, cost effective family coverage options.
With these changes:

Families will have the option to have the same coverage for the entire family while
the state is able to leverage the employer contribution.

Families concerned about public coverage will have the option to cover their children
like their fellow employees do.

Benefit flexibility would allow states to expand coverage more efficiently with resources
available. Such flexibility would encourage coordination of employer, individua, and
community funding streams with state and federal funding streams.

Oregon has submitted the CHIP Too waiver to the federal government. The waiver requests
CHIP funds for direct payment to safety nets providing primary care and preventive services to
CHIP €ligible childrenwho are not yet enrolled. The waiver is being pursued under the public
health portion of the CHIP program. Approaches like CHIP Too would recognize the limits of
conventional options for children while providing needed primary care and preventive services.
At the same time coverage options could be promoted and the risk of periods of uninsurance
could be reduced. This approach responds to the turnover we know is occurring among CHIP
and Medicaid children. Continuity in relationships and care will be increased. An alternative to
emergency room care will be available for children whose parents have failed to maintain their
enrollment or initiate enrollment in a timely fashion.

"See Appendix | for further discussion of the waiver.
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7.2  What coverage expansion options not selected require changesin federal law? What
specific federal actions would be required to implement those changes and why
should the federal government make those changes?

Oregon rejected the following expansion options in the process of selecting the approach
described in Section 7.1 of this report:

An employer mandate

A single payer system

A Medicaid only expansion

A CHIP waiver for Title XXI funding of ESI enrollment of children and parents
An individua mandate

Market reform

Expanded coverage for low to moderate income Medicare enrollees
Community single stream financing

Multi-tiered approach

Each of these “paths not chosen” would require changes in federa law. An employer mandate
would require an exemption under ERISA since the state would need the ability to hold self-
insured as wdll as insured employers accountable to the standards of eligibility and coverage. In
addition, an employer mandate would require the same set of waivers related to ESI that Oregon
will seek for its chosen approach. This path was chosen by Oregon in the early 90s. Federal
support for necessary changes in ERISA was not forthcoming

A single payer system would require the same sort of ERISA exemption as described above if
the single payer imposed regulations on salf-insured as well as insured employers. In addition,
the pooling of funds from all sources that lies at the heart of the single payer model would
require extensive changes in federal law and regulation, relating to all federally funded health
care programs. This list includes. Medicaid, CHIP, Medicare, CHAMPUS, Indian Health
Services, the federal employee health benefits program, federally qualified health centers, rural
health centers, and migrant health clinics. Consensus has not been reached regarding key
features, such as financing and utilization/cost approaches.” Some advocates are organizing a
statewide ballot measure campaign to have voters weigh in on the single payer discussion.

A Medicaid-only expanson would require the least onerous changes to federal law and
regulation. In fact, even without waivers, section 1931 of the SSA permits states to extend
eligibility up the income scale beyond Oregon’'s policy objectives for al categoricaly linked
groups. A waiver would be required to include in the expansion those adults not deemed worthy
of Medicaid by Title XIX.

A CHIP waiver would not provide sufficient flexibility for families who have access to
employer-sponsored insurance, since CHIP requires that persons eligible for Medicaid enroll in
the Medicaid program. CHIP does not allow persons eligible for Medicaid to enroll in a CHIP
program offering ESI.

" The HRSA Team examined several single payer proposals, including those put forth by AAFP and NGA.
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An individual mandate would require substantial increase in state and federa support and
significant political support among voters. While this option remains of interest to Oregon
policymakers, the reality of state and federal funding over the near term favored incrementa
changes consistent with current approaches.

Multiple market reform ideas have been discussed, particularly around the small group market.
For example, creation of a high-risk pool for small groups was considered. This would require
that the federa government consider access to a high-risk pool as compliant with regulations
requiring guaranteed issue. This would alow insurers to offer products to low risk small groups.
Low risk groups are currently leaving the market due to high premiums related to age banding.

Some study was pursued of options around low- to moderate-income Medicare enrollees. This
would require either merging of Medicare and Medicaid funding streams (dua €ligible) or
expansion of coverage to Medicare enrollees who are underinsured (pre-eligible), a concept that
the HRSA team struggled to define. This option did not fit with the strategies chosen, which
focus on those without insurance coverage.

One Oregon community approached us regarding single stream financing. This organization is
aready that community’s sole Medicaid provider and felt that combined Medicaid and Medicare
funding would be advantageous. They proposed to organize a Medicare HMO option and a fee-
for-service option, one of which would be chosen by every Medicare resident in their delivery
area. This approach would require a significant Medicare demonstration.

One Oregon foundation is developing a universal access proposal that involves multiple
segments of care, including an organized safety net available to all, acommunity rated managed
care segment, and a self-directed market oriented segment. Significant changes in financing
would be needed to assure that reasonable care is available to all.

7.3  What additional support should the federal government provide in terms of surveys
or other effortsto identify the uninsured in states?

Oregon’s recommendations to the federal government center around four types of support
collaboration, providing guidance, funding survey efforts, and acting as a clearinghouse for
information. The federal government should:

Convene dtates to collaborate on information system issues. Consideration should be
given to partnering with states to fund such collaborative efforts and share the results
of such efforts with other states for minimal investment.

Organize potentia key pieces of information and make them available to states. For
example, there is currently no single source for submitted and approved waiver
documents. States could build on the experience of other states in determining
strategies and waiver arguments.

Fund surveys focused on specific target populations of uninsured, such as low-
income, employed individuas digible for employer-sponsored sponsored insurance.
Issues such as access, choice, equity, affordability, and benefit priorities could be
surveyed.
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Provide guidance to states regarding new survey strategies that generate acceptable
response rates and accurately represent target populations.

Collaboration, both among states and between the federal government and states,
should be encouraged on survey methodologies of various types—ESI, disparities
surveys, etc.

Increase the distribution of MEPS—IC data. The MEPS cost-sharing and premium
information provided by the Agency for Healthcare Research and Quality was very
useful to Oregon. The U.S. Census Bureau could re-package this information in an
easer to use format and then widely circulate it.

Reconcile the Current Population Survey with state-specific surveys, such as the
Oregon Population Survey.”

Continue to help states define what is meant by underinsurance.

Assst with tools to distinguish between those who choose to go without insurance
and those who want it, but cannot obtain it.

Consider funding and coordination of manpower/capacity/access studies that would
provide state, regiona and local data. These studies should examine the effects of
different delivery system options on health care workforce issues.

74  What additional research should be conducted (either by the federal government,
foundations, or other organizations) to assst in identifying the uninsured or
developing cover age expansion programs?

Oregon sees the need for additional longitudina tracking studies to better understand
the dynamics of people enrolling and disenrolling from public programs, such as a
study that would link insurance status with health status. Questions till unanswered
include:

From a health care perspective, what happens to people who leave Medicaid?
How are their long-term heath needs met?
How many purchase insurance? What kind? What is the effect?

How important is the delivery system (HMOs versus safety net versus other
forms of delivery)?

—) =) =y =

One previoudly cited study, Continuity and Turbulence in an Expanded Medicaid
Managed Care Program, The Oregon Health Plan Experience, provided insight
about churning within the Medicaid population, but its scope did not include the
ongoing health status or decision-making strategies of people who come and go from
coverage.

Funding of studies of state efforts should be continued and encouraged. For example,
states have pursued subsidies for employer-sponsored sponsored insurance, the use of

" Discussed in detail in Section 1 of thisreport.
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high risk pools that provide coverage to individuals willing to purchase insurance but
unable to, and other state-based strategies. These state approaches should be studied
in a cooperative fashion, identifying best practices and sharing that information
broadly among states. The federal government should encourage these efforts.

The federd government should consider large demonstrations of innovative
approaches, for example, an individual mandate. This would require a substantial,
long-term investment for program design, implementation, and support for subsidies
and tax credits needed for a program to be fully carried out and evaluated.

Consideration should be given to funding of community-based demonstrations. Some
communities in Oregon are more capable of pursuing universal coverage strategies
than others. Demondtrations of single funding stream concepts and access/coverage
options should be considered on a community basis.

The federal government should consider research in areas where complementary
access and coverage strategies are being tried. A single strategy is unlikely to lead to
universal coverage. Complementary strategies may be more successful.

While it is important to lower the uninsurance rate, there should be funding of studies
to assess adequacy of coverage and issues of underinsurance. As states work to design
coverage expansion programs, we also need to continually measure changes in access
to health care services and it’ s corresponding effect on hedth status.

The federal government should identify a single coordinating/contact office regarding
state efforts to expand coverage.

The federal government should study delivery system innovations that are emerging
as managed care changes.

Concerns are constantly expressed in Oregon that manpower/capacity/access is
insufficient to care for additional covered populations. No adequate data is available
to assess these concerns.

The OHP2 approach will raise questions and concerns about cost-sharing in the
Medicaid population. Studies should be done to determine the effects of cost-sharing
on specific benefit packages and the specific and owerall impact of cost-sharing.
Strategies to target cost-sharing will emerge. These strategies should be evaluated.
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Appendix |

Basaline | nformation

A. Oregon Population: 3,436,750 (2000, Center for Population Research and Census, Portland
State University)

B. Number and Percentage of Uninsured (current and trend):

Uninsurance in Oregon 1990-2000 (Table 1.1, Section 1)

Year Uninsured #
Rate Uninsured

1990 16.4% 467,740
1992 18.1% 539,956
1994 13.6% 424,796
1996 10.7% 348,597
1998 11.0% 367,904
2000 12.3% 423,149

Source; Office of Health Plan Policy and Research

2000 Uninsured Rates by Poverty Status

Income Level Uninsured Rate # Uninsured
At or below 100% of FPL 26.4% 115,006
101-200% 18.9% 169,125
201-300% 9.4% 64,074
+300% 5.3% 74,944
All income levels 12.3% 423,149

Source: OPS 2000

Number of Uninsured by Age and Income level

0-100% 101— 201-
Age FPL 200% 300% +300% Totals
0-18 24,013 35,925 9,482 12,034 81,454
19-64 84,073 129,966 52,959 61,702 328,700
65 + 6,920 3,234 1,633 1,208 12,995
Totals 115.006 169,125 64,074 74,944 423,149

Source: OPS 2000
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Uninsured Rate: 1990-2000 (Figure 1.A, Section 1)

20.0%

—
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0.0% T T

1990 1992 1994 1996 1998 2000
Source: Office of Health Plan Policy and Research
Uninsured Rates by Area of the State (Table 1.21, Section 1)
Region Uninsured Estimated # % of
(see list below) Rate Uninsured All Uninsured
Central Oregon 11.3% 17,432 4.1%
Eastern Oregon 15.0% 29,632 7.0%
Gorge 16.3% 8,267 1.9%
Metro 11.5% 161,717 38.2%
Mid-Valley 9.3% 41,643 9.8%
North Coast 10.5% 10,857 2.6%
South Valley 12.8% 69,630 16.5%
Southern/Central 14.3% 10,439 2.5%
Southwest 16.0% 73,531 17.4%
Totals 12.3% 423,149 100.0%
Source: OPS 2000
Region  Counties
Central Oregon Crook, Deschutes, Jefferson
Eastern Oregon Baker, Grant, Harney, Malheur, Morrow,
Umatilla, Union, Wallowa
Gorge  Gilliam, Hood River, Sherman, Wasco,
Whesler
Metro  Clackamas, Multnomah, Washington
Mid-Valley  Marion, Polk, Yamhill
North Coast Clatsop, Columbia, Tillamook
South Valley Benton, Lane, Lincoln, Linn
South/Central Klamath, Lake
Southern  Coos, Curry, Douglas, Jackson, Josephine

Appendix |: Final Report to the Secretary, October 2001 141



C. AverageAgeof Population:

36.3 (Median Age, 2000 Census; U.S. Census Bureau)

D. Percent of Population Living in Poverty (<100% of the FPL):

Per cent of Population by Income L evel

Income Level Per cent

At or below 100% of FPL 12.7%
101-200% 26.1%

201-300% 19.7%

+300% 41.5%

Totals 100.0%

Source: OPS 2000

E. Primary Industries:

Please see www.oea.das.state.or.us’economic/appendixa.pdf for a summary of employment by
industry. Also see http://bluebook.state.or.us/default.ntm for a more general description of

Oregon’s economic base. In addition, according to Oregon's Bureau of Labor Statistics
(http: //stats.bls.gov/):

Labor Forceasof July, 2001: Non-farm Wage and Salary Employment

# 12-Month %
Persons (in 1000s) % Total Change
Mining 1.8 0.1% -5.3%
Construction 82.9 5.2% -4.3%
Manufacturing 233.5 14.7% -4.2%
Transportation and Public Utilities 79.9 5.0% -0.4%
Trade (Wholesale and Retail) 391.2 24.6% -1.4%
Finance, Insurance, Real Estate 95.1 6.0% 1.3%
Services 439.3 27.6% -0.5%
Government 269.7 16.9% 0.1%
Totals 1593.4 100.0% -1.3%
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F.  Number and Percent of Employers Offering Cover age:

Employers Offering Cover age

# Employers Offering %

Coverage Employers
1-9 17,936 31.5%
10-24 8,364 71.9%
2599 5,447 79.4%
100999 5,154 91.5%
1000+ 8,094 98.7%
Totals 44,996 50.4%

Source: 1998 MEPS

G. Number and Percent of Sdf-insured Firms:

Sdlf-insured Firms

Total # Self-Insured % Firmsthat % of

Number of Employeex Firms Plans Offer Coverage®  All Firms’
Fewer than 50 EE: 72,290 3,505 12.0% 4.8%
50+ EEs 16,978 6,208 39.4% 36.6%
Totals 89,268 9,712 21.6% 10.9%

! Number of firms that self i nsure at least one plan divided by total number of firmsthat offer any health coverage.
#Number of firmsthat self insure at least one plan divided by total number of firms.

Source: 1998 MEPS

H: Payer Mix:

Sour ce of Health Insurance Coverage

Source Per cent
Employer 70.6%
Public 21.4%
Individual 8.0%
Totals 100.0%

Source: OPS 2000
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I:  Provider Competition: (from Section 3.6)

Oregon moved forward with initiatives in the late 1990s consistent with a market approach. The
Family Hedth Insurance Assistance (FHIAP) program was created using state-only funds to
subsidize lowincome Oregonians for individual and employer-based insurance. Oregon eliminated
some small group initiatives in the late 1990s because of the success of the small group market,
notably the certified small group plans offered by the Insurance Pool Governing Board (IPGB).

Market reform, however, by definition creates winners and losers. Profit margins narrowed for
both health plans and providers, competition increased, and given the pofits of the mid-1990s,
expectations increased. The late 1990s were marked by painful market adjustments. Large
physician groups failed, particularly those pursuing physician practice management strategies.
Many specialty physicians not sufficiently oriented to managed care |eft the market. Large hospital
systems with dominant market shares used their clout in contracting to minimize, if not eliminate
risk, while inssting on rate increases double the medical Consumer Price Index CPI. Surviving
physicians organized into Independent Practice Associations IPAS to increase their negotiating
clout.

Medicare HMO rate increases failed to keep up with provider expectations. Health plans were
tossed about within the turbulence of market reform and patient protection. Eventually health plans
and providers returned to cost shifting and selection strategies to survive. Commercial HMOs
began to withdraw from Medicaid markets, reduce Medicare enrollments and pass along provider
increases to their commercial customers. Hospitals returned to cost shifting to meet their increased
profit expectations. Physicians began to overtly select better paying and less sick populations in
order to survive and compete. Some Oregon markets experienced greater than 50% turnover within
their primary care infrastructure, leading to uncertainty and instability. This tumult demonstrated
to policymakers that market reform would aso be incremental and would require timely
intervention and guidance in order to be sustained.

By the late 1990s, it was clear that new strategies would be required for Oregon to weather these
earlier efforts. Communities reacted by organizing community-oriented, provider-dominated
deivery systemsto care for Medicaid patients.

J. Insurance Market Reforms;

Following is a brief history of significant insurance market reforms in Oregon.

1989, I nsurance Pool Governing Board (IPGB): This program, established by statue in 1987 was
the first part of Oregon’s health insurance reforms to become operationa. The program’s original
intent was to increase the number of small employers who voluntarily provided health coverage for
employees and their dependents.

1989, creation of a high risk insurance pool: The Oregon Medical Insurance Pool (OMIP) was
designed to provide access to health insurance for people facing benefit limitations because of pre-
existing conditions or for those refused insurance coverage by commercial carriers (and ineligible
for Medicaid coverage).
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Small business reform efforts included SB 1076 (which went into effect in 1993) and SB 152
(1994): SB 1076 was designed to leve the playing field for small employers by mandating reforms
in the underwriting, rating and marketing polices of health benefit insurers. SB 152 was designed
to expand coverage to individuals and other groups. Magor components of these two health
insurance reforms include:

Eligibility:
SB 1076 was designed for small employers (3—-25 eligible employees). SB 152 reforms

were extended to 1) employers with from 2-25 employees; 2) any group with 2 or
more members; 3) individuals leaving group coverage; 4) other individuals.

Guaranteed | ssue:

As a condition of doing business in the state, insurance carriers under SB 1076 are
required to make available to small employers an approved basic health plan. Benefits
must be “substantially similar” to those provided to the Medicaid Demonstration
portion of the Oregon Health Plan.

Guaranteed Renewability:

Under both pieces of legidation, carriers must continue to offer plan renewals to
enrolled employers except where the number of digible employees falls below a
required participation level or in cases of non-payment, non-compliance, fraud or
misrepresentation.

Underwriting Reforms:

Under SB 1076 no individual employee may be excluded from a small employer group
plan because of existing or anticipated health status; the entire group is accepted or
rejected in al health plans issued to small employers. Individual employees with pre-
existing conditions cannot be excluded for more than 6 months and this restriction is
waived for those employees with 6 months prior coverage in the small employer
market. Pregnancy cannot be treated as a pre-existing condition.

Rating Rules:

Six geographic regions were established. By January 1 of each year, carriers are
required to file geographic average rates (GAR), defined as the average rate for all

health plans issued and marketed by a carrier within each geographic area. Premium
rates cannot vary from the GAR by more than 33% unless they reflect additional

benefits or differences in family size and composition. Premium variations within a
plan must be based on family compostion only; premium variations between plans
must be based solely on differences in the benefits offered by each plan. In neither case
can the hedlth status of enrollees be part of the premium variations. Increases in rates
are dlowed once in a 12-month period as long as they do not exceed the GAR
percentage change and are not more than a 15% increase.
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Portability:

As of October 1, 1996 hedlth insurance providers are required to provide individuas
leaving their coverage after at least 6 months enrollment, a minimum of two
standardized portability options—a low cost plan and a prevailing benefit plan.
Portability plans are subject to the same requirements as other health benefit plans, i.e,,
guaranteed issue; ability to renew; no pre-existing condition exclusions, premium
variations based only on geography, family composition, benefit design and/or age.

Individual market reforms include SB 152, which established a process for accepting or rejecting
applicants for individual coverage based on a standardized health statement developed by the state.
Accepted applicants cannot be excluded for pre-existing conditions over 6 months but pregnancy
can be treated as a pre-existing condition. Premiums for individual coverage may vary only on the
basis of geography, family composition, benefits and/or age and coverage is guaranteed renewable.
Reected applicants, who must be given written reasons for their rgection can purchase coverage
through OMIP.

K. Eligibility for existing coverage programs (M edicaid/SCHIP/other):

The Oregon Health Plan includes four categories of people who may qualify for benefits:
Oregon Health Plan Basic (OHP-HPB):

Children and adults who qualify or medical assstance under the OHP-HPB income
standard (below 100% of the FPL).

Oregon Health Plan for Children Under Age 6 (OHP-HP6):

Children under the age of six who qualify for medical assistance under the OHP-HP6
income standard (below 133% of the FPL).

Oregon Health Plan for Pregnant Females (OHP-HPP):

Pregnant females and infants under the age of one year who may qualify for medical
assistance under the OHP-HPP income standard (below 170% of the FPL).

Oregon Health Plan for Children (OHP-HPC):

Children under the age of 19 who qualify for medical assistance authorized by the
Children’s Hedth Insurance Program (CHIP) provision of the Federal Balanced Budget
Act of 1997 under the OHP-HPC income standard (170% of the FPL). Eligibility for
this category is subject to the availability of state and federal funds.

For detailed digibility standards for Medicaid and SCHIP, see:
www.sdsd. hr.state.or.us/resour ces/programs/index.htm.
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L. Useof Federal waivers:

In June 2001, Oregon applied for a SCHIP demonstration project proposal under the authority of
Section 1115 of the Socia Security Act. Oregon wants to use a portion of its annua CHIP
alocation to pay for primary and preventive care for children who are a or below the state’'s
eligibility level for the CHIP program and whose parents cannot or will not complete the
application process. This program would be cdled CHIP Too. Fease ss2 www.ohppr .state.or.us for a
more complete description.

In July 2001, the Oregon State Legidature passed House Bill 2519 with the intent of increasing
“access by Oregon's low-income, uninsured children and families to affordable health care
coverage.” Please see http://pub.das.state.or.us’/LEG_BILLSPDFSEHB2519.pdf for the full text
of HB 2519. Oregon will require Federal waivers before the state can put this plan into action.

Oregon has done a preliminary review of federal statutes and rules that may affect the ability to
implement HB 2519. The following summary outlines some of the areas Oregon will have to
consider in pursuing a waiver application. This list represents an initid effort and in no way
reflects policy intent or strategy:

Waiversunder the current OHP 1115 demonstration:

Section 1902(a)(10)(B); 42 CFR 440.230-250—Amount, Duration and Scope of
Services:

To enable the state to redefine the Medicaid benefit package based on
condition/treatment pairs and to permit coverage of benefits for the
demonstration population which are not covered for the non-demonstration
population.

Oregon will continue to need this waiver under HB 2519. The State intends to establish
three sets of benefits, OHP Plus, OHP Standard, and an employer-sponsored insurance
(ESI) subsidy. Therefore, some Medicaid enrollees will receive benefits that are not
covered for other enrollees. Oregon also intends to continue to use the prioritized list as
the basis for the benefits package for OHP Plus.

Section 1902(a)(1); 42 CFR 431.50—Uniformity:

To enable the Sate to provide certain types of managed care plans only in
certain geographical areas of the state.

This waiver will continue to be necessary. Types of maraged care plans available will
continue to vary by geographic area. Also, there will be different sets of benefits for
OHP Plus, OHP Standard, and the ESI subsidy. There may be additiona differences
(not related to the benefits package) in participation requirements between the two
OHP plans and the ESI subsidy program (enrollment process and time frame, treatment
authorization requirements, delivery system, etc.).
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Section 1902(a)(10)(C); 42 CFR 435.301, 435.811, 435.845, 435.850-52, and
440.220—Medically Needy Eligibility:

To enable the state to replace its current Medically Needy program with
different digibility rules, including raising the income digibility level to
100% of the Federal poverty level for demonstration eligibles, and to waive
the requirement that a Medically Needy program be available to pregnant
women and children if it is available to other populations. The state may
continue to operate its current Medically [sic] program for foster care and
the aged, blind, and disabled.

Oregon Medical Assistance Program (OMAP) officias have told the HRSA Team that
the Medically Needy population is covered by Medicaid for certain, limited services
(including prescription drugs, mental health and chemical dependency services, and
transportation) but s not part of the OHP demonstration. OMAP says that Oregon
needs to retain this waiver, because without it, Oregon either needs to inditute a
Medically Needy program for the TANF and PLM populations, or discontinue the
Medicaly Needy program, asit is curently congtituted.

42 CFR 435.850-52 appear to have been repealed, so Oregon no longer needs these
particular provisions to be waived. The original waiver application included a request
for waiver of 42 CFR 435.831, which includes requirements for income offsets and
other standards for calculating income for the Medically Needy population. This rule
was not listed in the most recent list of waivers, quoted above. Oregon may wish to
request reinstatement of awaiver of thisrule.

Section 1902(a)(17); 42 CFR 435.100 and 435.602-435.823—Eligibility Sandards:

To enable the state to waive the income disregards and resource limits, to
base financial eligibility solely on gross income, to waive income deeming
rules, and to base digibility on household family unit (rather than
individual income).

The reference to 42 CFR 435.100 dates to Oregon's initial 1991 waiver request. It
probably should have included an “et seq.” This rule, by itself, smply states “This
subpart prescribes requirements for coverage of categorically needy individuas.”
Because Oregon reimposed an asset test in 1995 it is believe Oregon no longer needs a
waiver of federal requirements for consideration of resources or assets for certain
categorically eligible populations.

However, Oregon needs to continue the waiver of section 1902(a)(17)(D) and 42 CFR
435.602 through 435.823, relating income disregards, income deeming rules,
household units, and family responsibility in determining income digibility for nor+
categoricaly eligible enrollees.
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Section 1902(a)(10)(A) and 1902(a)(34); 42 CFR 435.401 and 435.914—FEligibility
Procedures:

To enable the state to apply streamlined eligibility rules for demonstration
eligibles who are not receiving or deemed to be receiving cash assistance.
The 3-month retroactive coverage will not apply, and income eligibility will
be based only on grossincome.

Oregon will continue to need a waiver of section 1902(a)(10)(A)—specifically the
benefit requirements and maximum income digibility thresholds cited in
1902(a)(10)(A). Rules associated with this statutory provision are found in 42 CFR
435.100 et seg. Oregon also needs to continue its waiver of section 1902(a)(34) and 42
CFR 435.914, the three month look-back requirement. In addition, if Oregon's
Medicaid digibility procedures continue to be more restrictive than those specified in
the State's AFDC plan, Oregon will continue to need awaiver of 42 CFR 435.401.

Section 1902(a)(23); 42 CFR 431.51—Freedom of Choice:
To enable the state to restrict freedom-of-choice of provider.

Oregon till needs this waiver in order to mandate enrollment in managed care.

Section 1902(a)(30); 42 CFR 447.361—Upper Payment Limit for Capitation
Contracts:

To enable the state to set capitation rates that would exceed the costs to
Medicaid on a fee-for-service basis.

This waiver needs to be continued.

Section 1902(a)(10) and 1902(a)(13)(C)—Payment of Federally Qualified Health
Centers (FQHCs) and Rural Health Clinics (RHCs):

To enable the state to only provide FQHC and RHC services through
managed care providers and not require payment to FQHCs and RHCs in
accordance with Medicare cost reimbursement rules.

Section 1902(a)(13)(C) of the SSA was recently repealed, and was replaced by new
statutory standards regarding reimbursement of FQHCs and RHCs. However, CMS has
not yet changed its rules regarding this issue (so needs further monitoring), but 42 CFR
447.371 il requires that rural health clinics be reimbursed at the Medicare rate.

Congress adopted the new federal provisions regarding Medicaid reimbursement of
FQHCs and RHCs last fal as part of the Medicare, Medicaid, and SCHIP Benefits
Improvement and Protection Act of 2000 (H.R. 4577). These provisions have been
included as section 1902(aa) of the SSA, and require that FQHCs and RHCs be
reimbursed at cost. CM S has not yet proposed any rules regarding section 1902(aa), but
the new law probably supersedes 42 CFR 447.371.
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Therefore, Oregon may no longer need waivers of the above provisons. However,
Oregon will clarify with CMS whether they intend to continue to enforce 42 CFR
447.371, and if so, Oregon may request a waiver of this rule. Oregon may aso wish to
seek a waiver of section 1902(aa) in regard to subsidization of employer-sponsored
insurance.

Section 1902(a)(43)(A)>—Early and Periodic Screening, Diagnosis, and Treatment
(EPSDT):

To waive the requirement that states must pay for any service required to
treat a condition identified during an EPSDT screening; some may not be
offered, due to the redefined Medicaid benefit package.

This waiver should be continued. Rules associated with the statutory mandate
referenced above are found in 42 CFR 441, Subpart B.

Section 1902(a)(13)(A)—Disproportionate Share Hospital (DSH) Reimbur sements:

To allow the state to not provide DSH payments when health plans are
responsible for reimbursing hospitals.

Oregon needs to continue this waiver.

In addition, the 1998 waiver extension letter from HCFA lists severa standards regarding federa
financial participation, based on section 1903 of the SSA, which are also waived:

Expenditures to provide Medicaid coverage to individuals who would otherwise be
excluded by virtue of enrollment in managed care delivery systems that do not meet al
requirements of section 1903(m). Specifically, Oregon managed care plans will be
required to meet all requirements of section 1903(m), except the following:

1903(m)(1)(A) and (2)(A); 42 CFR 434.20 and 21, insofar as they restrict
payment to a state that contracts for comprehensive services on a prepaid
or other risk basis, unless such contracts are with entities that:

a. Meet Federal health maintenance organization (HMO) requirements
or state HMO requirements;

b. Allow Medicaid members to disenroll as set forth in section
1903(m)(2)(A)(vi). (The state will lock-in enrollees for periods of 6
months or morein FCHPs, PCOs, and PCCM organizations.)

As Oregon understand the issue, due to changes to federal law, Medicaid managed care
organizations are no longer required to be either federaly qualified HMOs or meet
state HMO requirements. Section 1903(m)(1)(A) of the SSA and 42 CFR 434.20 now
provide that contractors only have to meet the state Medicaid plan’s definition of an
HMO. Services must be as accessible to Medicaid enrollees as they are to any other
enrollees in the plan, and provisions for assuring the solvency of the plan must exist.
To the extent these conditions are being met by all of our contracting plans, Oregon
may not need a waiver for this purpose.
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At the time of Oregon’s origina OHP waiver, states were prohibited from locking
Medicaid enrollees into an HMO, and Oregon received a waiver of this prohibition.
Since then, the federal standards have been relaxed. 42 CFR 434.27(b)(2) and (€) now
provide that enrollees can be locked into a managed care plan for up to 6 montrs, as
long as they are given an opportunity to disenroll without cause during the first month
of the enrollment period, or can show good cause for disenrollment during the
remainder of the enrollment period. Oregon’s Medicaid program initially contained
such provisions, but the State has since received awaiver of the requirement for a grace
period during the first month of enrollment. Therefore, Oregon continues to need a
waiver of these requirements.

Section 1903(m) of the SSA used to require that contracting managed care
organizations maintain an enrollment composition of no more than 75% Medicare and
Medicaid enrollees. This requirement was eliminated from section 1903(m), but is till
included in federal regulations at 42 CFR 434.26 and 434.27(d)(1)(i). Because this
specific requirement was removed from statute, Oregon is unclear as to the statutory
basis for this rule. The regulations cite 1903(m) (which no longer justifies this rule) and
1902(a)(4). Section 1902(a)(4) appears to be a catchral provison, and is cited
extensively throughout the federal Medicaid regulations as the basis for rulemaking. It
requires that states operate their Medicaid programsin a* proper and efficient” manner.
Oregon may wish to seek clarification from CMS regarding the validity and
enforcement status of 42 CFR 434.26 and 434.27(d)(2)(i).

Another provision, for which Oregon used to have a waiver, is a requirement for HHS
approva for any managed care contract of greater than $100,000. This provision has
since been relaxed, but section 1903(m)(2)(A)(iii) of the SSA till requires that the
Secretary must approve contracts in excess of $1 million in 1998 dollars. Oregon may
wish to request areinstatement of the waiver of this provision.

Expenditures that might otherwise be disallowed under section 1903(f); 42 CFR
435.301 and 435.811, insofar as they restrict payment to a state for eligibles whose
income is no more than 133% of the AFDC dligibility level.

This waiver continues to be needed.

Expenditures to provide Medicaid to individuals who have been guaranteed 6 months
of Medicaid dligibility at the time they are enrolled in a capitated health plan, who were
eligible for Medicaid when they were enrolled, and who ceased to be digible during
the 6-month period.

Thiswaiver continues to be needed.
Expenditures for services provided to OHP-€ligible individuals between the ages of 22
and 65 who are ingtitutionalized for mental diseases. This exception is limited to short-

term (less than 30 days) inpatient menta health care for persons in the Eastern Oregon
Psychiatric Center.

Oregon assumes this waiver should be continued.
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Expenditures which might otherwise be disalowed under section 1903(u), which
establishes rules and procedures for disalowing Federa financiad participation in
erroneous Medicaid payments due to eligibility and recipient liability errors detected
through aMedicaid dligibility quality control program.

Oregon assumes this waiver should be continued.

Chemical dependency treatment services which would have been disallowed under
section 1905(a)(13) of the Act in the absence of a recommendation of a physician or
other licensed practitioner.

Oregon assumes this provison was waived in order to recognize Oregon’'s specific
rules related to certification of chemical dependency providers, and to allow such a
provider who is not “a physician or other licensed practitioner” to provide services
without areferral. This waiver continues to be needed.

New waiver s needed to implement HB 2519:
Cost sharing:

Oregon will need to obtain awaiver of certain provisions of section 1916 of the SSA, as referenced
in section 1902(a)(14), and associated regulations. In addition, Oregon may need waivers for
copayments for both OHP Plus and OHP Standard enrollees. The 2001-03 legidatively-approved
budget calls for $2 and $3 drug copays and $5 outpatient copays for all Medicaid recipients, and
there was apparently some statement of intent by legislators that providers should be compensated
for uncollected copayments. Oregon will seek a separate waiver to implement any cost sharing
adopted as part of the Medicaid prescription drug formulary.

Specific provisions that may need to be waived are listed below:
Section 1916(b)(1) and 42 CFR 447.52:

Statute provides that any premium must be related to income, and the associated rule
establishes a schedule of maximum monthly premium charges based on gross family
income and family size. Section 1916(a)(1) states that no premium may be imposed on
most categoricaly eligible persons. However, because categorically eligible enrollees
will be covered under OHP Plus and will not be subject to a premium, Oregon assumes
the State will not need awaiver of this provision.

Section 1916(b)(2) and 42 CFR 447.53:

These provisions prohibit the imposition of any copay, deductible, or coinsurance for
services to children, services related to pregnancy, services to certain health facility
inpatients, emergency services, family planning services, and hospice services.

Section 1916(b)(3) and 42 CFR 447.54:

Statute provides that any cost-sharing must be “nominal in amount.” 447.54 establishes
schedules for maximum deductibles, coinsurance, and copays.
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Section 1916(c):

This paragraph specifies that in the case of pregnant women and children under the age
of 6 in families with income at least 150% of the FPL, monthly premiums cannot
exceed 10% of the amount by which the family’s income, less child care expenses,
exceeds 150% of the FPL. Oregon found no regulations associated with this statutory
provision.

Section 1916(d):

This paragraph states that for certain disabled and working enrollees with incomes
from 150-200% of the FPL, any premiums must be set on a diding scale from 0-100%
of certain Medicare cost-sharing limits. Again, there do not appear to be any
regul ations associated with this provision.

Section 1902(a)(32) and section 1916(e); and 42 CFR 447.15, 447.57, and 447.58:

These provisions prohibit Medicaid providers from denying care to enrollees because
of failure to pay a cost-sharing charge. In addition, 447.57 prohibits states from
increasing provider payments to offset uncollected cost-sharing, and 447.58 prohibits
states from adjusting capitation rates to managed care plans to offset uncollected cost-
sharing.

Section 1916(g):

This statute specifies cost-sharing requirements for two categories of higher-income
disabled persons who are eligible for Medicaid at the option of the state. There do not
appear to be any regulations associated with this provision.

Subsidization of employer-sponsored insurance:

Oregon will need waivers to obtain federal financia participation for the expansion of employer-
sponsored insurance (ES) subsidies called for under HB 2519.

States with existing ESI subsidy programs, such as Wisconsin and Rhode Idland, use section 1906
of the SSA as the basis for those programs. This statute governs the Health Insurance Premium
Payment (HIPP) program. Under this program, states can obtain Medicaid matching funds to
purchase private insurance for Medicaid enrollees when the enrollee has ESI available, and when
subsidization of ESI is cost effective compared to direct Medicaid coverage. In such
circumstances, states “shall provide for payment of al enrollee premiums for such enrollment and
all deductibles, coinsurance, and other cost-sharing obligations for items and services otherwise
covered under the State plan.” In other words, states must provide wrap-around coverage under
HIPP for any Medicaid services not covered by the private plan, and must pay all of the enrollee’s
cost-sharing under the plan. There do not appear to be regulations adopted related to HIPP. The
statute calls upon HHS to “implement guidelines’ for HIPP; if such guidelines exist, Oregon has
not found them.

There are potential advantages to using the HIPP program as the vehicle for subsidizing ESI, most
notably the small number of associated federal regulations. However OMAP and FHIAP staff have
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indicated that there would substantial administrative and fiscal management problems with a
broad- based expansion of the currently small HIPP program. A major problem involves the design
and management of wraparound coverage. And basing Oregon’s ESI subsidy program on the
Medicaid benefits package, as would be required under HIPP, might run counter to the intent of
HB 2519, which says that the benchmark for the subsidy program should take into account
“employer-sponsored health benefit plans currently in the market.” (HB 2519, section 5(3))

If Oregon does not base its ESI subsidy program on section 1906, then a number of waivers are
needed. As stated in Oregon’s comments on the CMS's proposed CHIP regulations last year:

Regulations assume that States can either comply directly or compel health
plans to comply with a wide variety of specific reporting and other
requirements. For health plans with which Sates have directly contracted...
contractual provisions can be included to obtain whatever information and
impose whatever requirements that are thought to be necessary (so long as
enough plans will agree to contract on those terms). For employer-sponsored
insurance coverage, no such contractual mechanism exists. The Sate is not the
contracting entity. It simply provides premium assistance to enable families to
enrall... in employer-sponsored insurance coverage that is available to them.

Many of the waiver provisions already listed must also be waived for purposes of subsidizing ESI.
For example, Oregon will need a waiver of the provisions of section 1916 of the SSA, regarding
cost-sharing, in order to implement the ESI subsidy program.

In addition Oregon needs further study and discussion about how ES| subsidies might relate to
categoricaly eligible persons. Such persons will presumably not be a part of the ESI subsidy
program. However, CMS generally requires states to apply requirements for duration, scope and
type of servicesto all persons eligible for Medicaid under each state’ s plan.

Following is avery preliminary list of standards that would need to be waived:
Section 1902(a)(3) and 42 CFR 431 Subpart E:

These require that enrollees be entitled to a hearing before the state Medicaid agency
for any denia of services. State patient protection statutes provide hearing rights for
people who are denied services by their private sector health plans, but these provisions
are not identical to those in these federal Medicaid requirements.

Section 1902(a)(4) to the extent that it provides the basis for 42 CFR 455.18, 455.19,
and 455 Subpart B. Section 1902(a)(4):

This is the “catch-all” provision discussed earlier. It requires that Medicaid programs
be administered in a* proper and efficient” manner. 42 CFR 455.18 and 455.19 require
that specific notices be printed on claims forms. 42 CFR 455 Subpart B requires
disclosure of information on ownership, control, certain business transactions, and
other information by providers.
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Section 1902(a)(13)(B):

This requires reimbursement of hospice services at Medicare rates. Oregon was unable
to find any rules that specifically discuss reimbursement of hospices, although 42 CFR
447.250(c) says that 447.253(c) and (d) are intended to implement section
1902(a)(13)(B) of the SSA. Because the State does not have the ability to define the
rates at which private health plans reimburse providers, Oregon needs a waiver of this
requirement.

Section 1902(16) and 42 CFR 431.52:

States are required to pay for services to enrollees that are provided when the enrollees
are traveling out of state. Although most private health plans provide for out of area
coverage, the conditions related to such coverage may not aways comply with these
provisions.

Section 1902(a)(30); and 42 CFR 447 Subpart F and Part 456:

These provisions create standards for payment and utilization review of Medicad
providers.

Section 1902(a)(32) and 42 CFR 447.15;

These require that providers must accept Medicaid rates as payment in full, and cannot
deny services because of the enrolleg’ s failure to meet cost-sharing requirements.

Section 1902(a)(37) and 42 CFR 447.45;

These require timely payment of claims. Oregon recently enacted a statute regarding
timely clams payment by private sector health insurers, which requires quicker
payment of claims than specified by these regulations (14 days vs. 30 days). But the
state statute will not apply to self-insured plans, and specifics of the state law vary in a
number of respects from the federal Medicaid requirements.

Section 1902(s):

This places severa conditions on payments to disproportionate share hospitals for
sarvices to infants and children under age 6.

Section 1902(aa):

As discussed earlier, section 1902(aa) is a new statute that establishes Medicaid
reimbursement standards for FQHCs and RHCs. Although Oregon might not need a
walver of these standards for other components of the state’s Medicaid program,
Oregon will need to waive these standards as they apply to subsidized ESI.

Section 1902(a)(25) and section 1906:

These statutes outline the requirements for recovery of third party liabilities, in
situations in which a Medicaid enrollee is covered by a third party plan, and the
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conditions under which states can provide for premium subsidies under the HIPP
program discussed above. If Oregon is going to provide ESI subsidies outside of the
HIPP framework, the State will probably need waivers for these provisions.

Section 1902(a)(27) and 42 CFR 431.107 and 431.108:

States are required to have agreements with all Medicaid providers concerning the data
that the providers must collect and provide to the state.

Section 1902(a)(57) and section 1902(w); and 42 CFR 431.20:

These require record-keeping and notification of patients concerning their rights
regarding advance directives.

Section 1903(m)(2) and section 1932 (as referenced in section 1903(m)(2)(A)(xi)):

These state that federal funds will not be made available to states for payment to health
plans, unless the state contracts with the health plan. These statutes also set out a
number of requirements concerning provisons to be included in such contracts,
prohibit the state from requiring managed care enrollment for certain populations, and
require that anyone mandated to erroll in managed care be given a choice of at least
two plans. To the extent that section 1932 includes requirements for encounter data and
other managed care reporting requirements, Oregon will need a waiver of such
requirements for the ESI subsidy program

Section 1903(m)(4):

This requires that any Medicaid managed care organization that is not a federally
qualified HMO must provide information to DHHS on certain transactions (assuming
that a health plan receiving ESI subsidies would meet the definition of a “Medicaid
managed care organization” under section 1903(m)(1) of the SSA, it would be subject
to this reporting requirement).

Section 1911 and 42 CFR 431.110:

These require reimbursement of Indian Health Service facilities. Health plans receiving
ESl subsidies may or may not have IHS facilities on their provider panels. The state
will have no ability to specify whom they include or do not include as participating
providers.

Other new waivers:

There are a few additional federal requirements for which Oregon might wish to seek waivers as
part of the implementation of HB 2519. These include:

Section 1902(a)(4) to the extent that it provides the basisfor 42 CFR 431.53:

This rule requires “that the Medicaid agency will ensure necessary transportation for
recipients to and from providers.” Oregon will need further research to determine if this
only applies to categorically eligible enrollees.
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Section 1902(b)(2) and 42 CFR 435.403;

These provisions require states to provide Medicaid coverage to any otherwise-digible
person who intends to reside in the state. Oregon may or may not wish to seek a waiver
of this requirement, but it has been an issue in the legidature and in the public forums.

Section 1912(a)(1)(B) asreferenced in section 1902(a)(45); and 42 CFR 435.610(2):

These provisions require that applicants “cooperate with the State in establishing
paternity.” OHP complies by including application questions to “establish paternity and
pursue hedlth care coverage from absent parents.” Such questions might be difficult to
include on the form used by the ESI subsidy component. Therefore, Oregon might need
awaiver of these requirements.

Enrollment caps and entitlement:

Currently, FHIAP has an enrollment cap and a waiting list. Enrollment caps are
allowed for CHIP, but not for Medicaid. If Oregon wants to continue an enrollment cap
for the ESI subsidy program, and if a cap is placed on enrollment in OHP Standard
Oregon will presumably need awaiver.
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Actuarial Modeling

Actuarial Impact of Cost-Sharing (diagram). Portland, OR: Oregon HRSA State Planning
Grant; October 2001. www.ohppr.org/hrsa/index_hrsa.htm.

HRSA Planning Grant Actuarial Project Summary. Salem, OR: Oregon HRSA State
Planning Grant; August 2001. www.ohppr.org/hrsa/index_hrsa.htm.

HRSA Planning Grant Benefit Model: 01-03 Biennium Summary Results. Salem, OR:
Oregon HRSA State Planning Grant; August 2001.
www.ohppr.org/hrsa/index_hrsa.htm.
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OR: Oregon HRSA State Planning Grant; August 2001.
www.ohppr.org/hrsa/index_hrsa.htm.

Utilization Assumptions. Salem, OR: Oregon HRSA State Planning Grant; August 2001.
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Portland, OR: Oregon HRSA State Planning Grant; February 2001.
www.ohppr.org/hrsa/index_hrsa.htm.

Cost Strategies for Oregon Health Plan medical services. Oregon HRSA State Planning
Grant; July 2001. www.ohppr.org/hrsa/index_hrsa.htm.
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Issuesinvolved in Designing a Basic Benefit Package and Determining Actuarial
Equivalence. Portland, OR: Oregon HRSA State Planning Grant; February 2001.
www.ohppr.org/hrsa/index_hrsa.htm.

Benefit Prioritization List. Salem, OR: Oregon Health Services Commission; September
2001. www.ohppr.state.or.us (see Waiver Application section).

Plan Comparison Work. Salem, OR: Insurance Pool Governing Board and Health Insurance
Reform Advisory Committee; September 2001. www.ohppr.state.or.us (see Waiver
Application section).
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Salem, OR: Oregon Medical Assistance Program; July 2001.
www.ohppr.org/hrsa/index_hrsa.htm (see Waiver Application section).

Original Research
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University, Oregon Health Policy Institute; September 2001.
www.ohppr.org/hrsa/index_hrsa.htm.
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Oregon State University, Department of Anthropology; September 2001.
www.ohppr.org/hrsa/index_hrsa.htm.
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State University, Survey Research Laboratory; August 2001.
www.ohppr.org/hrsa/index_hrsa.htm.

Public M eetings
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report. Salem, OR: Health Resources Commission/Oregon Health Policy; November
2001. www.ohppr .state.or.us.

Public Meetings: Summary Report. Salem, OR: Health Resources Commission/Oregon
Health Policy and Research; October 2001. www.ohppr.org/hrsa/index_hrsa.htm.

Sakeholders Meetings: Summary Report. Salem, OR: Health Resources
Commission/Oregon Health Policy ard Research; October 2001.
www.ohppr.org/hrsa/index_hrsa.htm.

Quality

Quality of Care and Patient Health Satus: Goals, Objectives, and Actions. Portland, OR:
Oregon HRSA State Planning Grant; August 2001.
www.ohppr.org/hrsa/index_hrsa.htm.

Safety Net

Community-Based Delivery System (diagram). Portland, OR: Oregon HRSA State Planning
Grant; May 2001. www.ohppr.org/hrsa/index_hrsa.htm.

Role of the Health Care Safety Net. Portland, OR: Oregon HRSA State Planning Grant; May
2001. www.ohppr.org/hrsa/index_hrsa.htm.

Barriersto Access and Utilization. Portland, OR: Oregon HRSA State Planning Grant; April
2001. www.ohppr.org/hrsa/index_hrsa.htm.
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Recommendation on the Expansion of Access. Access Subcommittee of the Oregon Health
Council. Salem, OR: Oregon Health Council; October 1996. www.ohppr .state.or .us.

HRSA Background

HRSA Sate Planning Grant Workgroup Directory. Salem, OR: Oregon HRSA State
Planning Grant; April 2001. www.ohppr.org/hrsa/index_hrsa.htm.
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